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FOEMS   AND   PRECEDENTS 


FOR 


ACCOUNTANTS 


Abbreviations— Commercial 

and  Accountancy 

@ 

At  (in  quotations). 

C.I.F., 

C.F.I. 

Cost,      insurance,     and 

A^ 

First  quality. 

freight. 

A/c 

Account,  Account  Cur- 

C.O.D. 

Collect  on  Delivery. 

rent. 

Com. 

Commission. 

A/d 

after  date. 

Cons.  Stk. 

Consolidated  Stock. 

Agt. 

Agent. 

C/P 

Charter  Party. 

A/o 

Account  of. 

Cum 

D/., 

A/S 

Account  Sales. 

cum 

div. 

With  dividend. 

Av. 

Average. 

D/B 

Day  Book. 

B/ 

Bal.,  Bee. 

Bale. 

Balance. 

Dbk. 

Drawback. 

D.D. 

Draft  on  Demand. 

B/E 
B/F 

bl,  brl. 

Bill  of  Exchange. 
Brought  forward. 

d/d 
Deb. 

days  (after)  date. 
Debenture. 

barrel. 

D.F. 

Dead  Freight. 

B/L,  B/Ldg. 
Bo* 

Bill  of  Lading. 
Bought. 

Dft. 
D/o 

Draft. 
Delivery  Order. 

B/P 

Bill     of    Parcels,     Bill 

d/s 

days  (after)  sight. 

Payable. 

E.E. 

Errors  excepted. 

B.P.B. 

Bank  Post  Bill. 

E.  &0 

E. 

Errors    and    Omissions 

B/R 

Bill  Receivable. 

excepted. 
Exchange. 

B/S 

Bill  of  Sale. 

Ex.,  Exch. 

ex  cp.. 

Bx/cp. 

Without  coupon. 

c/. 

Coupon,  Currency. 

ex  div. 

ex/d. 

Without  dividend. 

c/ 

case. 

C/A 

Capital  Account. 

f.a.a. 

free  of  all  average. 

Cent,  Ct. 

Centum,  100. 

fa.s. 

free  alongside  ship. 

Cert. 

Certificate. 

f.g.a. 

free  of  general  average. 

C/F 

Carry  forward. 

f.o.b. 

free  on  board. 

C.  <feF. 

Cost  and  Freight. 

f.o.r. 

free  on  rail. 

Ch./f. 

Charges  forward. 

f.p.a. 

free        of        particular 

Ch.  p-pd. 

1 

Charges  prepaid. 

average. 
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gr.  wt. 

gross  weight. 

per  pro.,  P.p. 

per  procuration. 

pm. 

Premium. 

hhd. 

hogshead. 

P.M.O. 

Post  Money  Order. 

P/N 

Promissory  Note. 

ib.,  ibid. 

the  same  reference. 

P.O. 

Postal  Order. 

id.,  idem 

the  same. 

P.0.0. 

Post  Office  Order. 

instk. 

Inscribed  Stock. 

p.p.i. 

Policy  proof  of  interest. 

int. 

Interest. 

inv. 

Invoice. 

q.v.       (quod 

Inv.  D/A 

Invoice   with    Shipping 
Documents  attached. 

vide) 

which  see. 

R/D 

Refer  to  drawer. 

J/A 

Joint  Account. 

Reg. 

Register,  -ed. 

Rs. 

Rupees. 

L/C. 

Letter  of  Credit. 

Rx. 

tens  of  Rupees. 

L.D. 

Lay  Days. 

Ry. 

Railway. 

L.    S.  (locus 

sigilli) 

Place  of  the  seal. 

Sep. 

Script. 

£T. ;  £K 

Pounds  Turkish;  Pounds 

sh. 

share. 

Egyptian. 

s.p. 

supra  protest. 

std. 

standard. 

-/m. 

-/  thousands. 

stk. 

Stock  (capital). 

max. 

Maximum. 

. 

m/d 

months  (after)  date. 

T.T. 

Telegraphic  Transfer. 

m/s 

months  (after)  sight. 

U/a 

Underwriting  Account. 

N/a 

non-acceptance. 

N/f 

no  funds. 

W.B. 

Way  Bill. 

N/0;  N/A 

no  order ;  no  advice. 

wt.,  wght. 

W/W. 

weight. 

N/S 

New   Series;   not  suffi- 
cient. 

Warehouse  Warrant. 

o/a 
o/d 
7  .  and  7oo. 

on  account. 

xcp.,  x/cp. 

Without  coupon. 

on  demand. 

xd.,  x/d. 

Without  dividend. 

per      cent.,      and      per 

xint.,  x/int. 

Without  interest. 

(  o'                    / 

thousand. 

X.  new 

Without  option  of  new 

o.s. 

Old  Style  (calendar). 

issue. 

P/A 

Power  of  Attorney. 

Y/A., 

p.c.,  p.ct. 

per  centum,  per  hundred. 

Y.A.R. 

York  -  Antwerp     Rules 

pes. 

pieces. 

(Marine  insurance). 

Accounts  Rendered  Book 

The  name  of  this  book  is  somewhat  misleading  so  far  as  its  common 
use  is  concerned,  for  it  is  employed  not  only  as  a  record  of  the  accounts 
rendered,  but  as  a  record  of  the  balances  standing  on  the  Debtors'  Ledger 
accounts  at  the  particular  dates  to  which  it  refers.  The  accounts  not 
actually  rendered  but  shown  in  this  book  are  marked  in  some  way  to 
indicate  that  they  were  not  rendered,  but  they  are  included  in  the  list  in 
order  that  the  totals  of  the  columns  might  agree  with  the  figures  shown 
in  the  firm's  Balance  Sheets  or  the  Debtors'  Ledger  Adjustment  Account. 


ACKNOWLEDGMENTS 

Form  of  Accounts  Rendered  Book 

Accounts  Rendered,  June  and  December,  19     . 


Fol. 


Debtors'  Names. 


Bal.  at 
30th  June. 


Remarks. 


Bal.  at 
Slst  Dec. 


Remarks. 


The  Remarks  column  is  utilised  for  noting  "Paid,"  "Doubtful," 
"  Bankrupt,"  and  such  other  information  as  it  is  ordinarily  desirable  to 
have  on  such  a  list  of  debts  during  the  collection. 


Acknowledgments 

1.  Of  Indebtedness 

Acknowledgments  of  indebtedness  in  specific  sums  of  money  are 
generally  embodied  in  some  common  form  of  document,  such  as  an  I.O.U. 
{q.v.)  or  an  obligation  to  pay,  such  as  a  bill  of  exchange  or  a  bond  for 
a  specified  sum.  Where  no  such  evidence  of  indebtedness  is  held  by  the 
creditor,  however,  a  simple  acknowledgment  by  the  debtor  is  desirable 
in  certain  cases  to  support  the  creditor's  claim,  and  in  any  event  to  pre- 
clude the  possibility  of  the  debtor's  repudiating  the  debt.  Some  simple 
form  such  as  the  following  would  be  sufficient  in  most  cases  : — 

iForm  1,  Acknowledgment  of  Indebtedness 
{Place  and  Date.) 
I   (name   and  designation),   hereby   acknowledge   that   I   am   indebted   to 
(creditor's  name  and  designation),  in  the  sum  of  (amount  in  words),  in  respect 
of  (give  particulars  of  the  transaction  resulting  in  the  amount  resting-owing). 

2.  Of  the  Finality  of  an  Accounting 

On  the  expiry  of  an  accounting  period  it  is  usual  for  the  parties 
interested  to  append  some  docquet  or  certificate  to  the  accounts  for  that 
period,  acknowledging  their  correctness  and  adopting  the  same  as  fixing 
their  several  interests  as  at  the  date  of  the  account.  Such  docquet  in  the 
case  of  the  balance  sheet  of  a  firm  might  take  the  following  form  : — 


Form  2,  Docquet  approving  Partnership  Accounts 

(Place  and  Date.) 

"We  have  examined   the   foregoing   Balance    Sheet  of  our  firm,  as  at  Slst 
December,  19     ,  with  relative  Trading  and  Profit  and  Loss  Accounts,  and  also 
the  separate  Capital  Accounts  of  us,  the  several  partners  of  the  said  firm,  and  we 
hereby  signify  our  approval  and  adoption  of  the  same  in  terms  of  Article 
of  our  Contract  of  Copartnery. 

(The  signature  of  the  partners  woidd  follow.) 
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3.  Of  Correctness  of  Accounts 

Agents  continuously  acting  on  behalf  of  principals  render  periodical 
statements  of  their  intromissions,  and  likewise  parties  having  dealings  of 
a  purely  financial  character  commonly  verify  their  balances  for  their 
mutual  satisfaction  and  thereby  restrict  the  possibility  of  error.  The 
acknowledgment  applicable  to  such  cases  is  the  following  :— 

Form  3,  Acknowledgment  of  Correctness  of  Account 

{Place  and  Date.) 
I  have  received  statement  of  your  intromissions  covering  the   period  from 
to  \or  statement  of  account  brought  down  to  ],  closing  with 

a  balance  due  to  \or  by]  me   of  ,  which  account  I  have  examined  and 

hereby  acknowledge  to  be  correct. 

{Signature  of  principal^  or  of  party  receiving  statement  of  account.) 

4.  Of  Books,  &c.,  held  Subject  to  no  Lien 

Not  infrequently  books  and  documents  come  into  the  possession  of 
accountants,  for  which  they  are  required  to  give  acknowledgment,  setting 
forth  certain  specific  points  according  to  the  nature  of  the  purpose  to  be 
served  by  such  acknowledgment.     The  common  form  is  as  follows : — 

Form  4,  Receipt  for  Documents,  &c. 

{Place  and  Date.) 
I  hereby  acknowledge  having  received  from  {consignor's  name  and  designa- 
tion), the  books  and  papers  detailed  in  the  appended  inventory,  and  I  declare 
that  I  hold  the  same  on  behalf  of  {the  client's  name  and  designation),  and  subject 
to  no  lien,  and  to  be  delivered  to  the  said  ,  or  his  nominee,  on 

demand. 

The  inventory  of  books  and  papers  referred  to  would  also  be  signed  by 
the  party  receiving  them  in  custody. 

Adjustment  Account.    See  Ledger  Adjustment  Accounts. 

Affidavits 

An  affidavit  may  be  sworn  before  any  Magistrate  or  Justice  of  the 
Peace.  The  deponent  must  be  on  oath,  or,  if  he  objects  to  being  sworn, 
he  must  make  a  solemn  affirmation  to  the  truth  of  his  depositions.  Each 
page  of  the  affidavit  should  be  signed  by  deponent  and  the  Justice,  and 
any  erasures  or  interlineations  should  be  initialed  by  both  of  them.  The 
following  is  the  usual  form  of  Affidavit : — 

Form  1,  Common  Form  of  Affidavit 
At  ,  the  day  of  Nineteen  hundred  and         years;  in  the 

presence  of  {name  oj  J. P.),  one  of  His  Majesty's  Justices  of  the  Peace  for  , 

compeared  {Deponent's  name  and  designation),  who,  being  solemnly  sworn, 
depones  that  {state  deposition).  All  which  is  truth,  as  Deponent  shall  answer 
to  God. 

{Signed  by  Deponent.) 
{Signed  by  Justice,  with  J. P.  after  signature.) 
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By  the  Oaths  Act,  1888  (51  &  52  Vict.  c.  46),  s.  4,  the  following  form 
of  affirmation  in  writing  is  prescribed  to  be  substituted  for  an  affidavit  of 
a  deponent  who  has  "no  religious  belief,  or  that  the  taking  of  an  oath  is 
contrary  to  his  religious  belief  " : — 

Form  2,  Form  of  Affirmation 

I  (Deponent^s  name  and  designation),  do  solemnly  and  sincerely  affirm  that 
{state  deposition).     Affirmed  at  this  day  of  Nineteen  hundred 

and  years,  before  me  (name  and  designation  of  Justice). 

(Signed  by  Deponent.) 

(Signed  by  Justice,  adding  J. P.  to  signature.) 

Form  3,  Affidavit  verifying  Trustee's  Trading  Account 
in  English  Bankruptcy  (Off.  No.  132) 

The  Bankruptcy  Acts,  1883  and  1890 

In  the  High  Court  of  Justice  [or  County  Court  of  ,  holden  at 

]• 

In  bankruptcy  Noi  of  19     . 

I, 

of 

the  Trustee  of  the  property  of  the  above-named  bankrupt,  make  oath  and  say 
that  the  account  hereto  annexed  is  a  full,  true,  and  complete  account  of  all 
money  received  and  paid  by  me,  or  by  any  person  on  my  behalf,  in  respect  of 
the  carrying  on  of  the  trade  or  business  of  the  bankrupt ;  and  that  the  sums  paid 
by  me,  as  set  out  in  such  account,  have,  as  I  believe,  been  necessarily  expended 
in  carrying  on  such  trade  or  business. 

Sworn  at  \ 

this  day  of  -^^     '   ' 

Before  me  )  Trustee. 

Form  4,  Affidavit  verifying  Trustee's  Account 
in  English  Bankruptcy  (Off.  No.  129) 

The  Bankruptcy  Act,  1883 

In  the  High  Court  of  Justice  [or  County  Court  of  ,  holden  at 

]• 

In  bankruptcy  No.  of  19     . 

Jie 

I, 

of 

the  Trustee  of  the  property  of  the  above-named  bankrupt,  make  oath  and  say : — 

That  the  account  hereunto  annexed  marked  B,  contains  a  full  and  true  account 
of  my  receipts  and  payments  on  account  of  the  bankrupts  estate  from  the 

day  of  to  the  day  of  inclusive, 

and  that  I  have  not,  nor  has  any  other  person  by  my  order  or  for  my  use  during 
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such  peiiol,  received  any  moneys  on  account  of  the  said  estate  other  than  and 
except  t)  9  items  mentioned  and  specified  in  the  said  account. 

Sworn  at  "j 

this  day  of  19     ,  V 

before  me  I  Trustee, 

Note. — If  no  receipts  or  payments,  strike  out  the  words  in  italics. 

Form  5,  Affidavit  verifying  Liquidator's  Account 
under  the  Companies  (Winding-up)  Act,  1890,  Sect.  15  (Off.  No.  93) 

No.  of  Company, 

Affidavit  verifying  Statement  of  Liquidator's  Account,  under  Section  15 

{Name  of  Company) 

I, 

of 

the  liquidator  of  the  above-named  Company,  make  oath  and  say : — 

That  the  account  hereunto  annexed^  marked  B,  contains  a  full  and  true  account 

of  my  receipts  and  payments  in  the  winding-up  of  the  above-named  Company^ 

from  the  day  of  19     ,  to  the  day  of 

19     ,  inclusive,  and  that  I  have  not,  nor  has  any  other  person  by 

my  order  or  for  my  use  during  such  period,  received  or  paid  any  moneys  on 

account  of  the  said  Company  other  than  and  except  the  items  mentioned  and 

specified  in  the  said  account. 

I  further  state  that  the  particulars  given  in  the  annexed  Form  92,  marked 

B,  with  respect  to  the  proceedings  in  and  position  of  the  liquidation,  are  true  to 

the  best  of  my  knowledge  and  belief. 

Sworn  at  \ 

in  the  county  of  I 

this  day  of  19     ,  T 

before  me  /  Liquidator. 

Note. — If  no  receipts  or  payments,  strike  out  the  words  in  italics. 
Agency.     See  Attorney,  Power  of 

Agenda 

The  Agenda  is  the  programme  or  memorandum  of  the  business  to  be 
done  at  a  meeting.  It  may  be  contained  in  a  book  called  the  Agenda 
Book,  in  which  case  the  left-hand  page  contains  the  Agenda,  and  the  right- 
hand  page  is  available  for  the  Notes  of  the  Chairman  on  the  business 
transacted.  When  no  Agenda  Book  is  kept,  the  Agenda  is  made  out  in 
duplicate  on  loose  sheets,  and  one  copy  is  laid  before  the  Chairman  for  his 
Notes,  the  other  is  kept  by  the  Secretary  or  Clerk  of  the  Meeting  for  his 
Notes.  The  Minute  of  the  Meeting  is  afterwards  written  up  from  the 
Agenda. 

The  form  varies  with  the  nature  and  object  of  the  association  or 
organisation  convened,  but  the  following  preliminaries  are  common  in  the 
case  of  Board  and  Committee  Meetings : — 
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Fonn  of  Agenda  for  Committee  Meeting 

Meeting  of  Committee  held  on  {date)^  within  {place  of  meeting). 
Chairman  {name  of  Person  occupying  Chair). 

Present   {names   of  all  present^  if  a    Committee  or  Board   meeting.       The 
permanent  officials  are  also  given,  their  names  coming  last  in  the  Sederunt). 

BUSINESS. 

1.  Minutes  of  last  Meeting.     {The  Chairman  should  note  opposite  this  item, 

"Approved"  or  "Amended  in  respect  of  {subject  of  amendment)  and 
thereafter  approved."  In  important  meetings  the  mover  and  seconder  to 
approve  should  also  be  given.) 

2.  Financial  Statement,  or  Weekly  or  Monthly  Report.     {In  any  financial 

or  trading  company  or  association,  this  item  brings  the  Committee  into 
intimate  knowledge  of  the  present  position  and  future  prospects  of  the 
concern.  The  Cash  and  Bank  balances  should  be  given  separately,  and 
the  outstanding  liabilities  for  cash  advances  or  the  like  presently  exigible 
should  be  shown.  The  Manager^ s  Report  in  a  trading  concern  should 
give  the  daily  or  weekly  Sales,  and  compare  them  with  the  corresponding 
period  of  previous  years.  In  general,  it  is  under  this  head  that  items 
C07inected  with  the  financing  and  internal  economy  of  the  business  should 
be  introduced.) 

3.  Bad  Debts  or  other  sums  receivable  in  Arrear.     {The  Manager  would  lay 

the  whole  circumstances  of  the  various  cases  before  the  Meeting,  and  his 
instructions  on  each  one  would  be  noted  on  the  Agenda  by  the  Chairman. 
If  the  items  reported  on  are  numerous,  they  are  detailed  in  a  separate 
statement  on  which  the  instructions  are  noted,  and  the  Statement  is 
initialed  and  referred  to  in  the  Agenda.) 
{The  other  items  of  business  would  follow  in  order  of  importance.  The  last 
item  is  commonly  "Any  other  competent  business,''^  which  admits  of 
sundry  questions  being  informally  discussed  for  the  information  of  those 
present,  and  of  notices  of  motion  for  a  future  meeting  being  received.) 

See  also  Companies — Meetings  (Form  4). 
Amalgamations 

Amalgamations  or  combinations,  as  presently  known,  consist  of  two 
main  classes — namely,  the  absorption  of  one  or  more  undertakings  by 
another  concern,  and  the  combination,  on  an  equal  basis,  of  existing  con- 
cerns, resulting  in  the  formation  of  a  new  company  or  firm.  The 
latter  class  of  combination  is  an  amalgamation,  properly  so  called,  and 
the  combining  concerns  may  be  private  firms  or  public  companies. 
Private  firms  have  perfect  freedom  of  action  in  such  a  connection,  but 
public  companies  are  hampered  by  the  limitations  of  their  articles  of 
association. 

1,  Amalgamation  by  one  Company  acquiring  the  whole 
undertaking  of  another  company 

To  take  first  the  case  of  one  company  absorbing  another  company  by 
purchasing  its  whole  undertaking : 
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The  basis  of  the  transaction  would  be  the  agreement  between  the 
contracting  companies,  and  such  agreement  would  stipulate,  inter  alia, 
the  assets  to  be  acquired  by  the  purchasers  ;  the  extent  of  the  rights  of 
the  purchasers  to  the  vendors'  current  contracts,  and  to  access  to  the 
vendors'  books,  &c. ;  the  price  payable,  and  the  manner  and  date  of  pay- 
ment, and,  if  payable  wholly  or  partly  in  shares  of  the  purchasing 
company,  the  ranking  of  these  shares ;  the  obligations  of  the  contracting 
parties  as  regards  the  vendor  company's  liabilities  at  the  date  of  the 
amalgamation ;  the  representation,  if  any,  of  the  vendor  company  on  the 
purchasing  company's  board ;  and  provision  for  the  lapsing  of  the  agree- 
ment failing  its  approval  by  the  shareholders  of  either  the  purchasing  or 
the  selling  company  at  the  special  general  meeting  convened  for  the 
purpose. 

It  is  necessary  to  see — (1)  That  the  vending  company  has  power  in 
its  articles  to  sell  its  undertaking  (see  Cotton  (1892),  8  Ch.  D.  454  ;  New 
Zealand,  c&c,  Company  (1894),  1  Q.B.  622;  Borax  Company  (1901), 
1  Ch.  D.  326),  and  (2)  that  the  purchasing  company  has  power  to 
acquire  it. 

If  the  company  whose  business  is  to  be  absorbed  has  not  the  requisite 
power  to  sell,  the  amalgamation  can  be  carried  through  by  that  company 
going  into  voluntary  liquidation,  and  then  proceeding  under  sec.  161  of 
the  Companies  Act,  1862.  In  any  case,  it  must  go  into  liquidation  with 
a  view  to  the  distribution  of  the  price  among  its  shareholders. 

The  shareholders  of  the  purchasing  company  must  be  convened  in 
extraordinary  general  meeting  to  pass  the  necessary  resolutions  carrying 
the  agreement  into  effect,  and  to  amend  the  articles  in  so  far  as  that  may 
be  required  by  the  altered  constitution  of  the  concern.  The  notice  might 
be  in  the  following  form  : — 

Form  1,  Formal  Notice  to  Shareholders  of  Purchasing  Company 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  A.  B. 
Company,  Limited,  will  be  held  within  the  Registered  Office  of  the  Company, 
,  on  ,  the  day  of  19     ,  at  , 

to  consider,  and,  if  approved,  to  pass  the  following  Resolutions,  which  will 
afterwards  be  submitted  for  confirmation  as  Special  Resolutions  (see  Companies 
Act,  1862,  sec.  51)  to  a  Second  Extraordinary  General  Meeting  of  the  Company 
to  be  duly  convened,  viz. : — 

1.  That  an  Extraordinary  bonus  or  dividend  of  50s.  per  share  be  paid  to  the 

members  holding  Ordinary  Shares  numbered  1  to  24,000,  payable  to 
those  who  may  be  registered  as  holders  of  such  shares  on  the  11th  day 
of  November,  19     . 

2.  That  the  Capital  of  the  Company  be  increased  (if  the  Company  is  not  by 

its  regulations  empowered  to  increase  its  Capital,  it  will  first  require  to 
take  the  power  by  Special  Resolution — Act  of  1862,  sec.  12)  by  the  sum 
of  £287,500,  by  the  creation  of— (1)  16,000  new  shares  of  £10  each,  to 
be  called  Preference  Shares,  which  Shares  shall  confer  on  the  holders 
thereof  the  like  rights  as  are  conferred  upon  the  holders  of  the  existing 
Preference  Shares,  and  shall  rank  for  dividend  as  from  the  30th  day  of 
June,  19  ,  as  if  the  same  had  been  fully  paid  up  on  that  date;  and 
(2),  15,000  new  Shares  of  £8,  10s.  each,  to  be  called  Ordinary  Shares, 
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and  to  confer  on  the  holders  thereof  the  like  rights  as  are  conferred 
upon  the  holders  of  the  existing  Ordinary  Shares,  in  proportion  to  the 
amount  paid  up  thereon,  and  to  rank  for  dividend  as  from  the  30th 
day  of  June,  19  ,  as  if  the  same  had  been  fully  paid  up  on  that  date, 
excepting  that  the  holders  thereof  shall  not  be  entitled  to  participate 
in  the  extraordinary  bonus  or  dividend  mentioned  in  the  foregoing 
Resolution. 

3.  That  the  Agreement  dated   10th  October,  19     ,  and  now  submitted  to 

this  meeting,  entered  into  between  this  Company,  of  the  first  part,  and 
the  0.  D.  Company,  Limited,  incorporated  under  the  Companies  Acts, 
1862  to  1900,  of  the  second  part,  relating  to  the  transference  of  the 
business,  property,  and  undertaking  of  the  C.  D.  Company,  Limited, 
aforesaid,  to  this  Company,  in  exchange  for  shares  of  this  Company,  is 
hereby  approved  and  confirmed. 

4.  That  the  Board  of  this  Company  may  make  such  modifications  in  the 

terms  of  the  said  Agreement,  and  do  all  such  things  as  they  may  find 
convenient  or  necessary  for  carrying  the  same  into  effect. 

5.  That  the  Board  are  authorised  to  issue  10,000  of  the  said  new  Shares  to 

be  called  Preference  Shares,  and  the  said  15,000  new  Shares  to  be 
called  Ordinary  Shares,  in  satisfaction  of  the  price  payable  to  the 
C.  D.  Company,  Limited,  aforesaid,  in  accordance  with  the  said 
Agreement. 
€.  That  the  Board  are  authorised  to  allot  and  issue  to  the  members  holding 
the  said  Ordinary  Shares  numbered  1  to  24,000,  as  at  the  11th  day  of 
November,  19  ,  at  the  par  price  of  £10  per  share,  out  of  the  6000 
new  Shares  to  be  called  Preference  Shares,  that  will  remain  after 
issuing  the  said  10,000  Shares  to  the  C.  D.  Company,  Limited,  afore- 
said, one  new  Preference  Share  in  respect  of  each  complete  four 
Ordinary  Shares  held  by  each  such  member,  and  that  subject  to  the 
acceptance  thereof  and  the  payment  of  the  whole  sum  of  £10  per  share 
in  respect  of  each  such  share  within  a  period  (not  exceeding  fourteen 
days  from  the  date  of  allotment)  to  be  fixed  by  the  Board ;  and  in  so 
far  as  any  part  of  such  6000  Shares  may  not  be  allotted,  or  if  allotted, 
may  not  be  accepted  and  paid  for  by  the  allottees  within  the  period 
fixed  as  aforesaid,  the  Board  are  authorised  to  dispose  of  such  Shares 
to  such  members  of  the  Company  as  they  see  fit,  at  any  price  not  being 
less  than  par. 

7.  That  Article  78  of  the  Articles  of  Association  be  amended  so  that  it  shall 

read : — 

"78.     The  number  of  Directors  shall  not  be  less  than  six  nor  more 
than  nine." 

(Resolutions  would  be  inserted  here  making  any  other  necessary 
alterations  on  the  Articles.) 

8.  That   the  Board  are  empowered  to  appoint  three  gentlemen,  being  at 

present  members  of  the  Board  of  Directors  of  the  C.  D.  Company, 
Limited,  to  be  Directors  of  this  Company ;  that  one  of  the  Directors 
so  appointed  shall  retire  at  the  close  of  the  Ordinary  General  Meeting 
in  19  ,  another  at  the  close  of  the  Ordinary  General  Meeting  in  19  , 
and  the  third  at  the  close  of  the  Ordinary  General  Meeting  in  19      ; 
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and,  unless  otherwise  agreed  by  these  three  gentlemen,  the  order  of 
their  retirement  shall  be  determined  by  ballot. 
By  Order, 

Secretary, 
Registered  Office. 

The  shareholders  of  the  selling  company  would  also  receive  notice  of 
the  extraordinary  general  meeting  to  pass  the  necessary  resolutions 
giving  effect  to  the  agreement,  and  such  notice  might  be  in  the  following 
terms : — 

Form  2,  Formal  Notice  to  Shareholders  of  Selling  Company 

The  0.  D.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  C.  D. 
Company,  Limited,  will  be  held  within  (place,  date,  and  hour),  to  consider,  and, 
if  approved,  to  pass  the  following  Resolutions,  which  wall  afterwards  be  sub- 
mitted for  confirmation  as  Special  Resolutions  to  a  Second  Extraordinary 
General  Meeting  of  the  Company  to  be  duly  convened,  viz.  : — 

1.  That  the  Agreement,  dated  10th  October,  19     ,  and  now  submitted  to 

this  Meeting,  entered  into  between  the  A.  B.  Company,  Limited, 
incorporated  under  the  Companies  Acts,  1862  to  1900,  of  the  first 
part,  and  this  Company  of  the  second  part,  relating  to  the  transference 
of  the  business,  property,  and  undertaking  of  this  Company  to  the  A.  B. 
Company,  Limited,  in  exchange  for  Shares  of  the  A.  B.  Company, 
Limited,  is  hereby  approved  and  confirmed. 

2.  That,  in  order  to  the  carrying  out  of  this  said  Agreement,  this  Company 

is  hereby  required  to  be  wound  up  voluntarily. 

3.  That  this  Company  be  wound  up  voluntarily. 

4.  That  E.  F.    (designation),  and   G.   H.   (designation),  be,  and   they  are 

hereby  appointed  Liquidators  of  this  Company,  for  the  purpose  of 
winding  up  the  afiairs  and  distributing  the  Assets  thereof,  and  that  each 
of  them  may  act  separately  and  exercise  every  power  which,  by  the 
Companies  Act,  18G2,  and  the  Acts  amending  and  extending  the  same, 
is  conferred  upon  Liquidators. 

5.  That  the  Liquidators  may  make  such  modifications  in  the  terms  of  the 

Agreement  mentioned  in  Resolution  1  as  they  may  deem  expedient, 
and  do  all  such  things  as  they  may  find  convenient  or  necessary  for 
carrying  the  said  Agreement  into  effect. 

6.  That  the  Liquidators  may  and  shall  receive  the  Preference  and  Ordinary 

Shares  in  the  A.  B.  Company,  Limited,  to  be  allotted  in  terms  of  the 
Agreement  mentioned  in  Resolution  1,  and  may  and  shall  distribute 
the  same  among  the  Members  of  this  Company  as  follows,  namely : — 
They  shall  distribute  the  10,000  Preference  Shares  in  the  A.  B. 
Company,  Limited,  of  £10  each,  among  the  several  Shareholders  holding 
the  10,000  Preference  Shares  of  £10  each  in  this  Company,  so  that 
each  holder  of  Preference  Shares  in  this  Company  shall  receive  one 
Preference  Share  of  £10  fully  paid  up  in  the  A.  B.  Company,  Limited, 
for  each  Preference  Share  held  by  him  in  this  Company,  and  they  shall 
distribute  the  15,000  Ordinary  Shares  in  the  A.  B.  Company,  Limited, 
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of  .£8,  lOs.  each  (fully  paid)  among  the  several  Shareholders  holding 
the  15,000  Ordinary  Shares  of  £10  each  (£8,  10s.  paid  up)  in  this 
Company,  so  that  each  holder  of  Ordinary  Shares  in  this  Company 
shall  receive  one  Ordinary  Share  of  £8,  10s.  fully  paid  up  in  the  A.  B. 
Company,  Limited,  for  each  Ordinary  Share  held  by  him  in  this 
Company. 

By  Order, 

Secretary. 
Registered  Office, 

2.  Amalgamation  of  two  or  more  Companies  or  Firms  on  an 

equal  basis 

This  form  of  combination  is  also  carried  through  according  to  an 
agreement  entered  into  between  the  parties,  and  such  agreement  should 
stipulate  the  assets  to  be  taken  over  from  the  various  parties  to  the 
agreement,  and  the  mode  of  valuation  of  these  assets ;  the  manner  and 
time  of  payment  of  the  price,  and  if  payable  wholly  or  partly  in  shares, 
the  rights  and  privileges  attached  to  these'  shares  ;  the  obligations  of  the 
several  parties  for  the  liabilities  of  the  amalgamated  concerns  at  the  date 
of  the  combination  ;  and  the  place  proposed  to  be  assigned  to  represen- 
tatives of  the  various  concerns  in  the  management  of  the  combined 
businesses. 

It  will  in  ordinary  circumstances  be  necessary  to  have  an  investigation 
of  the  affairs  of  the  parties  to  such  an  agreement  to  amalgamate  carried 
out  by  an  accountant,  as  it  :*s  essential  that  the  concerns  to  be  combined 
be  put  upon  strict  equality.  The  investigation  will  follow  lines  similar  to 
that  conducted  with  the  view  of  flotation,  the  same  considerations  entering 
into  the  matters  to  be  examined.  After  each  business  has  been  made  the 
subject  of  enquiry  the  results  must  be  collated  and  the  interest  of  the 
individual  parties  in  the  combination  determined. 

For  publication  in  the  prospectus  of  the  company  to  be  formed  to  take 
over  the  amalgamated  businesses,  the  accountant's  certificate  will  bear  only 
upon  the  profit-earning  capacity  of  the  undertakings  to  be  acquired,  and 
such  certificate  may  be  in  some  such  form  as  follows : — 

Form  3,  Form  of  Certificate  of  Profits  for  Prospectus  of  Company 
to  acquire  Amalgamated  Businesses 

We  have  examined  the  books  and  accounts  of  the  three  firms  whose 
businesses  it  is  proposed  to  amalgamate,  namely  Messrs.  A.  &  B.,  London, 
Messrs.  C.  &  D.,  Liverpool,  and  Messrs.  E.  &  F.,  Glasgow,  for  the  past  five  years, 
and  we  find  that  the  aggregate  profits  earned  over  that  period  have  amounted  to 
£100,000,  showing  an  annual  average  of  £20,000.  Such  profit  has  been  arrived 
at  before  charging  interest  on  capital  or  borrowed  money,  or  salaries  to  partners 
for  management,  but  after  charging  depreciation  on  the  wasting  assets ;  and  we 
have  to  certify  accordingly. 

Accountants. 

Form  4,  Alternative  Form  of  Certificate  of  Profits 
We  have  examined  the  books  of  the  ten  vendor  companies  and  firms  for  the 
last  three  completed  years  of  each  business,  and  we  certify  that  before  charging 
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interest,  directors'  fees,  or  salaries  to  partners,  the  annual  average  profit  has 
amounted  to  £50,000.  All  working  expenses,  and  depreciation  on  plant, 
machinery,  fixtures,  and  fittings,  have  been  charged  before  arriving  at  this 
profit. 

Accountants. 

As  a  decreasing  profit  offers  less  inducement  to  investors  than  an 
increasing  profit,  and  an  annual  average  without  its  component  factors  is 
meaningless,  seeing  that  it  may  be  calculated  on  increasing  or  decreasing 
profits,  it  is  commonly  better  policy  to  offer  fuller  information  in  the 
prospectus  than  the  foregoing  forms  give.  On  this  consideration  a  more 
satisfactory  style  is  as  follows  ;  (it  should  be  kept  in  view  by  the  accountant, 
nevertheless,  that  one  of  the  primary  objects  in  effecting  amalgamation  is 
to  reduce  severe  competition,  and  it  may  therefore  not  unfrequently  be 
found  that  that  competition  has  resulted  in  a  decreasing  profit  in  the 
later  years  covered  by  the  investigation) : — 

Form  5,  Another  Form  of  Certificate  of  Aggregate  Profits 
of  Combining  Firms 

We  have  examined  the  books  and  accounts  of  the  five  concerns  proposed  to 
be  amalgamated,  namely  Messrs.  A.  &  B.,  London,  Messrs.  C.  &  D.,  Liverpool, 
Messrs.  E.  &  F.,  Glasgow,  Messrs.  G.  &  H.,  Belfast,  and  the  Northern  Traders 
Limited,  Edinburgh,  for  the  last  three  completed  years  of  each  business,  and  we 
have  found  that  the  profits  have  been  as  follows  : — 

Aggregate  Profits  for  the  first  year  covered  by  investigation,      .         .      £35,000 
Do.  second  do.  .         .         50,000 

Do.  third  do.  .         .         65,000 


i 


An  aggregate  for  the  three  years  of         .         .    £150,000 
Equal  to  an  annual  average  of    £50,000.      — -^^^ 

This  profit  has  been  arrived  at  after  charging  depreciation  on  all  the  wasting 
assets,  and  making  adequate  provision  for  bad  debts  and  discounts,  but  before 
making  any  deduction  in  respect  of  interests.  Directors'  fees,  or  partners* 
salaries ;  and  we  beg  to  certify  accordingly. 

Accountants. 

It  is  not  an  uncommon  practice  among  accountants  to  show  in  their 
certificates  what  return  the  certified  profits  would  make  on  the  proposed 
issue,  thus : — 

Form  6,  Appropriation  of  Certified  Profits  to  Proposed  Issue 

Assuming  profits  at  the  rate  brought  out  in  the  foregoing  certificate,  the 
result  on  the  proposed  capitalisation  would  be — 

Interest  at  5  per  cent,  on  £100,000  Debenture  Stock,        .         .    £5,000 
6  per  cent,  on  250,000  Preference  Shares,  ....     15,000 

Leaving  an  available  balance  for  dividend  on  250,000  Ordinary 

Shares,  Directors'  Fees,  and  creation  of  reserves,  .         .         .     30,000 


£50,000 
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In  addition  to  the  certificate  furnished  to  the  promoters  for  publication 
in  the  prospectus,  the  accountant  will  usually  be  required  to  submit  a 
report  in  greater  detail  on  the  result  of  his  investigation,  in  terms  similar 
to  the  following  : — 


Form  7,  Accountants'  Report  for  Amalgamation  Purposes 

Report  by  ,  Accountants,  ,  on  the  Books 

and  Accounts  of  the  businesses  proposed  to  be  amalgamated  under 
the  designation  of  Company,  Limited. 

In  terms  of  our  instructions,  we  have  examined  the  books  and  accounts  of 
the  four  vendor  firms  or  companies  who  have  entered  into  contracts  for  the  sale 
of  their  businesses  to  the  proposed  Company  (and  whose  names  are  set  out 
below,  viz.  : — Tabulate  names,  &c.),  and  we  have  now  to  report  as  follows : — 

In  the  case  of  Messrs.  A.  &  B.,  London,  Messrs.  E.  &  F.,  Glasgow,  and  the 
Northern  Traders  Limited,  Edinburgh,  our  examination  has  extended  over  a 
period  of  three  years  immediately  preceding  the  date  of  the  last  stock-taking  in 
each  business,  and  in  the  case  of  Messrs.  C.  &  D.,  Liverpool,  who  have  not  been 
established  for  so  long,  our  examination  has  extended  over  the  period  between 
the  date  of  the  establishment  (31st  March,  19  ),  and  the  date  of  the  last  stock- 
taking. 

The  firms  and  respective  periods,  together  with  the  profits  ascertained  to  have 
been  earned,  are  as  follows  : — 


Name  of  Vendors. 


A.  &  B.,  London, . 

C.  &  D.,  Liverpool, 
E.  &  F.,  Glasgow, . 


Northern  Traders 
Limited,  Edinburgh, 


Periods  covered  by  Investigation. 


Year  to  31st  Dec,  19  , 

do.,  19  , 

do.,  19  , 

9  months  to  31st  Dec,  19 

Year  to  31st  Dec,  19 

Year  to  31st  Oct.,  19  , 

do.,  19  , 

do.,  19  , 

YeartoSOth  June,  19  , 

do.,  19  , 

do.,  19  , 


Profits  for 
each  period. 

Average 
Profit  per 
annum. 

£4,000 
3,840 
4,460 

£4,100 

£1,200 
3,000 

£3,000 
3,800 
4,300 

2,400 
3,700 

4,200 

£4.200 
4,500 
3,900 

. 

£14,400 

Aggregate  average  profit  per  annum 

The  above  profits  are  arrived  at  after  deduction  of  all  working  expenses  and 
business  charges,  with  the  exception  of — 

{a.)  Remuneration  of  Partners  and  Directors. 
(b.)  Interest  on  Capital  and  Loans. 
(c.)  Income  Tax. 

We  certify  accordingly, 

Accountants, 
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If  the  terms  of  the  remit  to  the  accountant  extend  so  far,  he  will  also 
have  to  embody  in  his  Report  a  summary  of  the  results  of  his  investiga- 
tion into  each  business,  embracing  the  valuation  of  buildings  and  plant 
and  such  other  assets  as  have  been  independently  valued  by  experts  ;  and 
in  such  circumstances  it  would  probably  be  remitted  to  him  to  certify  the 
value  of  the  goodwill  of  each  of  the  businesses  being  acquired,  on  the  basis 
of  a  specified  number  of  years'  purchase  of  the  net  profits  arrived  at  by 
him.  The  Report  would  further  show  how  each  of  the  assets  being 
acquired  is  to  be  paid,  whether  in  shares  or  cash,  so  that  the  accountants' 
Report  would  really  form,  along  with  the  agreement  between  the  parties, 
the  basis  of  the  whole  transaction.  The  summary  referred  to  might  be  in 
the  followinof  form  : — 


Form  8,  Summary  of  Results  of  each  Business  Investigated 

{Name  of  Vendor  Firm,  or  Company.) 


How  Valued. 

Purchase  Consideration. 

Description  of  Asset. 

Cash. 

Ordinary 

Shares. 

Prefer- 
ence 
Shares. 

Deben- 
tares. 

Total. 

1.  Goodwill,  . 

2.  Land  and  Build- 

ings, 

3.  Fixtures         and 

other     machin- 
ery, 

4.  Stock-in-trade,    . 

5.  Patents          and 

Trade  Marks, 

Three   years'   pur- 
chase     of     the 
average    annual 
net    profit,    per 
Accountants' 
Certificate, 

Valuer's       Certifi- 
cate, 

Valuer's      Invent- 
ory and   Valua- 
tion, 

At   agreed   Rates, 
and  per  Vendors' 
Certificate, 

Estimated  in  terms 
of  Agreement, 

Total,     . 

As  the  book  debts  are  incapable  of  absolute  verification,  they  are 
seldom  included  among  the  assets  taken  over  on  an  amalgamation,  unless 
a  guarantee  by  the  vendors  to  make  good  any  shortage  on  the  certified  list 
be  also  taken.  A  common  alternative  is  for  the  purchasing  company  to 
collect  all  debts  due  to  the  several  vendors,  and  to  pay  over  the  amounts  to 
these  parties  under  deduction  of  a  percentage  as  commission  for  collection. 

After  preparing  a  schedule  in  the  foregoing  form  for  each  of  the 
businesses  to  be  acquired,  it  remains  for  the  accountant  to  summarise 
these  results,  and  thus  to  show  the  total  of  the  consideration  payable  to 
each  of  the  parties  amalgamating  and  the  nature  of  such  consideration, 
whecher  cash,  shares,  or  debentures.     Such  summary  is  as  follows  :— 
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respect  of  Assets  being  acquired 

payable  in 

15 

Name  of  Vendor. 

Purchase  Consideration. 

Cash. 

Ordinary 
Shares. 

Preference 
Shares. 

Debentures. 

Total. 

Messrs.  A.  &  B.,  London, 
Messrs.  C.  &  D.,  Liverpool, 
Messrs.  E.  &  F.,  Glasgow, . 
Messrs.  G.  &  H.,  Belfast,  . 
The      Northern     Traders 
Limited,  Edinburgh,     . 

Total,       .         .        £ 

Where  the  accounts  of  any  of  the  firms  or  companies  to  be  combined 
have  been  regularly  prepared  or  audited  by  accountants  prior  to  the 
amalgamation  negotiations,  the  certificate  of  these  accountants  will  fre- 
quently be  accepted  without  another  investigation  specially  for  the 
purposes  of  amalgamation.  The  following  form  of  Joint-Certificate  is 
designed  to  meet  such  a  case : — 


Form  10,  Joint  Certificate  as  to  Separate  Businesses  by 
two  firms  of  Accountants 

"We,  the  undersigned  A.  B.  &  Co.,  who  have  for  many  years  past  annually 
audited  the  accounts  of  Messrs.  X.  &  Co.,  and  we,  the  undersigned  C.  D.  &  Co., 
who  have  for  many  years  past  annually  audited  the  accounts  of  Messrs.  Y.  &  Co., 
hereby  certify  that  before  charging  interest  on  partners'  capital  and  borrowed 
money,  salaries  to  partners,  or  income  tax,  and  after  making  certain  adjustments 
considered  necessary  for  the  purpose  in  view,  the  joint  profits  of  the  said 
two  firms  have  during  each  of  the  last  three  years  amounted  to  the  following 


For  year  ending  at  stock-taking  at  31st  December,  19  ,  or 
during  the  year  prior  thereto, £ 

For  year  ending  at  stock-taking  at  31st  December,  19  ,  or 
during  the  year  prior  thereto,  ...... 

For  year  ending  at  stock-taking  at  31st  December,  19  ,  or 
during  the  year  prior  thereto, 


Total  profit  of  the  combined  businesses  over  a  period 

of  three  years, £ 

Equal  to  an  annual  average  of  £  — ^— ^— 

and  we  certify  accordingly. 

A.  B.  &  Co.,  Accountants. 
C.  D.  &  Co.,  Accountants. 
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ANNUITIES 


Annuities 

Schedule  for  Bond  of  Annual-Rent 

Advances  by  way  of  terminable  rent-cbarge  on  the  income  of  entailed 
estates  are  common  in  Scotland  under  the  Entail  Acts,  which  authorise 
the  heir  in  possession,  on  application  to  the  Court,  to  repay  himself  for 
the  cost  of  improvements  by  creating  such  a  charge  which  he  may  then 
sell.  A  Schedule  of  repayments  in  the  form  here  given  is  necessary  to 
enable  the  purchaser  to  apportion  the  periodical  instalments  between 
principal  and  interest,  and  so  work  down  the  debt  from  time  to  time. 
Where,  as  sometimes  happens,  the  vendor  reserves  the  option  of  redeeming 
the  remaining  instalments  at  any  time  on  the  original  terms,  the  Schedule, 
if  incorporated  in  the  Deed,  enables  the  outstanding  principal  to  be 
readily  ascertained.  The  form,  of  course,  applies  in  all  cases  where  a 
uniform  terminable  annuity  is  created  to  extinguish  a  debt — Municipal 
Corporations  and  other  Local  Authorities  frequently  borrowing  in  this 
way. 

Form  of  Schedule  relative  to  a  Bond  of  Annual-Rent  or  other  Deed 
assigning  a  Terminable  Annuity  in  repayment  of  an  Advance 

Annual-rent  of  £500  by  half-yearly  instalments  of  £250  at  Whitsunday  and 
Martinmas  for  twenty-five  years  from  3rd  March,  1905,  charged  on  the  Estate 
of  X.,  in  respect  of  an  advance  of  £7855,  18s.,  at  4  per  cent,  per  annum. 

Schedule  of  Instalments — showing  Repayments  of  Principal  and  Interest 


Due  Date. 

Instalment. 

Of  which 

Principal. 

Interest. 

1905,  May  15, 

„      Noveinberll, 

1906,  May  15, 

„     November  11, 

1929,  May  15, 

„      November  1 1 , 

1930,  March  3,       . 

£      8.      d. 
99      5    11 

250     0    0 
250     0     0 
250     0     0 

250    'O    0 
250     0     0 
150  14     1 

£      S.       d. 

36     9     0 
93  12     3 
95     9     8 
97    7  10 

237  '8    7 
242     3     7 
148  18     4 

£      s.      d. 

62  16  11 
156     7     9 
154  10     4 
152  12     2 

12  11     5 
7  16     5 
1  15     9 

£7855  18     0 

£4644     2     0 

An  annuity  such  as  the  above,  under  the  Entail  Acts,  would  usually 
run  for  twenty-five  years  from  the  date  of  the  Court's  interlocutor — here 
assumed  to  be  3rd  March,  1905 — and  would  usually  fall  due  at  the  terms  of 
Whitsunday  and  Martinmas  ;  hence  "  broken  periods  "  at  the  beginning  and 
end — in  this  case  -f  and  f  of  a  half-year  respectively.  The  interest  in  the  first 
instalment  is  a  proportion — f  of  2  per  cent,  {i.e.,  4  per  cent,  per  annum)  on 
£7855,  18s.  The  principal  therein  is  rather  less  than  a  proportion,  being 
calculated  by  the  formula  \^ia-^\'^{^-\-a^^  where  Pi  is  a  first  full 
instalment  of  principal,  and  a^j)  is  the  value  of  an  annuity  of  1  for  forty-nine 
periods  at  2  per  cent,  per  period.  The  second  and  subsequent  instalments  of 
princii  al  up  to  the  last  but  one,  increase  at  the  rate  of  2  per  cent,  each  half 
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year.  The  balance  of  the  annuity  payment  in  each  case  represents  interest  at 
2  per  cent,  on  the  principal  outstanding  at  the  previous  term.  The  final 
instalment  of  principal  for  the  broken  period  is  the  balance  of  the  Loan,  2 
per  cent,  on  which  for  f  of  a  full  term  is  the  final  interest  payment.  The  first 
and  final  instalments  together  make  up  a  full  half-yearly  payment,  giving, 
with  the  other  forty-nine  payments  at  the  intervening  half-yearly  terms, 
the  equivalent  of  fifty  payments  of  £250  in  all. 

J.  R.  Armstrong. 

Appropriation  of  Profits 

The  Articles  of  a  company  provide  for  the  appropriation  of  the  profits, 
prescribing  particularly  what  the  powers  of  the  directors  are  in  this  con- 
nection. Table  A,  given  as  the  first  Schedule  to  the  Companies  Act  of 
1862,  forms  the  model  articles,  and  it  applies  unless  superseded  by  special 
articles  adopted  by  the  company ;  and  Table  A  (Articles  72,  73)  provides 
for  the  directors  declaring,  with  the  sanction  of  the  company  in  general 
meeting,  a  dividend  "  out  of  the  profits  arising  from  the  business  of  the 
company,"  "  to  be  paid  to  the  members  in-  proportion  to  their  shares." 
The  directors  recommend  the  proposed  dividend  in  their  report  to  the 
company  in  general  meeting,  and  the  company  when  adopting  the  report 
also  declare  the  dividend.  "  The  common  article  requiring  dividends  to 
be  declared  by  the  directors  applies  to  fixed  cumulative  dividends  on 
preference  shares,  and  the  Court  will  not  readily  override  the  directors' 
discretion  in  relation  thereto."  (Mr.  Justice  Farwell  in  re  Bond  v. 
Barroiu  Hematite  Steel  Company,  infra.) 

The  amount  of  the  profits  of  any  concern  which  are  available  for 
dividend  is  determined  only  by  the  particular  circumstances  of  the 
company,  both  as  regards  the  nature  of  its  business  and  the  powers  of  the 
directors  as  to  writing  down  assets  before  ascertainment  of  the  divisible 
fund.  The  articles  of  the  company  will  also  stipulate  the  basis  of  the 
division  among  the  different  classes  of  shareholders — i.e.,  whether  as  under 
Table  A  the  dividend  is  "to  be  paid  to  the  members  in  proportion  to 
their  shares,"  or,  as  provided  by  sec.  24  (3)  of  the  Act  of  1867,  "  in  pro- 
portion to  the  amount  paid  up  on  each  share  in  cases  where  a  larger 
amount  is  paid  up  on  some  shares  than  on  others."  It  is  incompetent  for 
directors  to  declare  dividends  to  be  payable  according  to  the  amount  paid 
up  on  the  shares  unless  such  power  is  given  in  the  articles.  (Oakbank  Oil 
Company,  Ltd.,  v.  Crum  (1882),  Law  Rep.  8  A.C.  Qo.) 

The  case  law  on  the  subject  of  divisible  profits  is  voluminous,  and  the 
decisions  not  easy  to  reconcile,  but  their  general  trend  goes  to  show  that 
there  is  no  principle  of  general  application.  "  There  is  no  hard-and-fast 
rule  by  which  the  Court  can  determine  what  is  capital  and  what  is  profit." 
(Mr.  Justice  Farwell  in  re  Bond  v.  Barrow  Hematite  Steel  Company, 
infra.)     The  following  cases  are  the  most  instructive  in  the  series  : — 

Lee  V.  Neuchatel  Asphalte  Company,  41  Ch.  D.  1,  where  it  was  decided 
that  a  company  deriving  its  profits  from  a  wasting  asset  need  not  write 
down  the  capital  value  of  that  asset  before  ascertaining  the  divisible  fund 
of  profits. 

Vemer  v.  General  and  Commercial  Trust  (1894),  2  Ch.  239,  in  which 
the  dictum  was  accepted  that  an  investment  trust  in  the  particular 
circumstances  of  the  company  in  question  was  not  under  any  obligation  to 
write  off  against  profits  any  loss  on  the  capital  value  of  its  investments 
before  dividing  the  income  for  the  year. 
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Guinness  v.  Land  Corporation  of  Ireland,  22  Ch.  D.  379,  where  it 
was  held  that  a  clause  in  the  articles  of  association  providing  that  a 
dividend  on  one  class  of  shares  might  be  paid  out  of  capital  was  ultra 
vires. 

Bond  V.  Barrow  Hematite  Steel  Company  (1902),  1  Ch.  353,  where  it 
was  contended  that  preference  shareholders  are  entitled  to  their  dividend 
prior  to  the  appropriation  of  profits  towards  depreciation  of  assets,  but 
notwithstanding  that  the  preference  shareholders  in  this  case  maintained 
that  they  had  by  contract  the  right  to  such  dividend,  Mr.  Justice  Farwell 
refused  their  demand. 

Ebbw  Vale  Steel  Company,  4  Ch.  D.  827,  where  it  was  laid  down  that 
no  dividend  can  be  declared  until  lost  capital  has  been  replaced  or  the 
proper  steps  taken  to  have  the  necessary  reduction  of  capital  sanctioned  by 
the  Court  as  provided  by  the  Act  of  1877.  But  see  the  opinion  of  Lord- 
Justice  Lindley  in  the  case  of  Verner  v.  General  and  Commercial  Trust 
(1894),  supra,  which  was  criticised  in  Dovey  v.  Cory,  infra. 

Dovey  {Liquidator,  National  Bank  of  Wales)  v.  Cory  (1901),  AC.  25, 
which  is  the  last  case  of  any  importance  in  which  a  definite  opinion  has 
been  advanced  on  the  subject  of  what  are  and  are  not  divisible  profits, 
and  in  which  the  dicta  in  the  Neuchatel  Company  and  the  General  and 
Commercial  Trust  {supra)  were  criticised.  In  his  judgment  in  this  case 
the  Lord  Chancellor  said,  "  What  are  profits  and  what  is  capital  may  be  a 
difficult  and  sometimes  an  almost  impossible  problem  to  solve." 

It  must  also  be  remembered  that  where  the  articles  fix  a  maximum 
rate  of  dividend  for  any  class  of  shares,  such  maximum  rate  is  inclusive  of 
tax — "  the  tax  is  that  part  of  the  profits  which  the  revenue  is  entitled  to 
take," — it  is  a  payment  by  the  company  on  behalf  of  the  shareholder,  and 
is  payable  out  of  his  dividend.  {Attorney-General  v.  Ashton  Gas 
Company,  C.A.,  22nd  June,  1904.) 

In  the  declaration  of  dividend  the  effect  of  sec.  5  of  the  Apportion- 
ment Act  of  1870  should  be  kept  in  view,  which  prescribes  that  "  all 
payments  made  by  name  of  dividend,  bonus  or  otherwise,  out  of  the  revenue 
of  trading  or  other  public  companies  .  .  .  shall  for  the  purposes  of  this 
Act  be  deemed  to  have  accrued  by  equal  daily  increment,  during  and 
within  the  period  for  or  in  respect  of  which  the  payment  of  the  same 
revenue  shall  be  declared  or  expressed  to  be  made  " ;  and  accordingly  the 
period  in  respect  of  which  any  dividend  is  declared  to  be  made  should  be 
distinctly  embodied  in  the  resolution  declaring  the  dividend. 

The  appropriation  of  profits  brought  out  in  the  accounts  is  commonly 
recommended  by  the  directors  in  their  report  to  the  shareholders.  The 
following  are  tlie  most  usual  forms  of  recommendations  for  the  appropria- 
tion of  the  profits  : — 


Recommendations  of  Directors  to  Company  in  General  Meeting 
Form  1,  Recommendation  of  Dividend 

The  Directors  recommend  the  payment  of  a  dividend  of  4  per  cent,  free  of 
Income   Tax,   which   will   absorb    £  ,   and    that   the   balance    of 

£  be  carried  forward,  subject  to  the  remuneration  of  the  Directors 

for   the   year    which   falls   to   be   fixed    by   the   shareholders   at    the   Annual 
Meeting. 
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Form  2,  Recommended  Appropriation  (Features— Pref.  Div.  paid ; 
Interim  Div.  paid  on  Ordy.  Shares) 

The  amount  at  the  credit  of  the  profit  and  loss  account  is  £  , 

out  of  which  a  dividend  of  4J  per  cent,  on  the  Preference  Stock  has  been  paid  for 
the  past  year,  amounting  to  £  ,  which  leaves  a  divisible  balance  of 

i,  .     The  Directors  recommend  a  dividend  on  the  Ordinary  Shares 

at  the  rate  of  5  per  cent,  per  annum  free  of  Income  Tax,  which  will  absorb  a  further 
sum  of  £  (of  which  £  was  paid  as  interim  dividend 

on  1st  July).     This  will  leave  a  balance  of  £  to  be  carried  forward 

to  next  year,  subject  to  such  charge  in  respect  of  Directors'  remuneration  as  the 
shareholders  may  vote  to  them  for  the  past  year's  services. 

Under  terms  of  Article  74  of  Table  A,  or  the  special  articles  of  any 
company  which  may  contain  similar  provisions,  the  directors  may  place 
part  of  the  profits  to  a  reserve  fund  before  recommending  any  dividend  ; 
thus — 

Form  3,  Recommended  Appropriation  (Features— Appropriation  to 
Reserve  Fund;  Interim  Div.) 

The  amount  at  the  credit  of  profit  and  loss  account  is  £  ,  out  of 

which  the  Directors  have  transferred  a  sum  of  £  to  the  Reserve 

Fund,  making  that  fund  £  .     An  interim  dividend  of  2s.  per 

share  was  paid  in  July  last,  and  the  Directors  propose  to  pay  a  further  dividend 
of  2s.  per  share  [free  of  income  tax],  making  10  per  cent,  for  the  year,  and  to  carry 
forward  the  balance  of  £  to  next  year's  account. 

Form  4,  Recommended  Appropriation  (Features  —  Writing  down 
Investments ;  Interim  Div. ;  Appropriation  to  Reserve  Fund) 

The  credit  balance  on  the  profit  and  loss  account  for  the  year  is  .  .  £323,337 
To  which  falls  to  be  added  the  balance  brought  forward  from  last 

year  of 107,217 


Together,     ....  £430,554 
Out  of  which  has  been  paid  an  interim  dividend  amounting  to    .         .        22,289 


Leaving  an  available  balance  now  to  be  dealt  with  of .         .         .         .   £408,265 
The  Directors  propose — 

(1)  To  write  down  the  book  value  of  the  Company's 

investments  by  the  sum  of  .         .         .         .         .     £30,000 

(2)  To  carry  off  to  Reserve  Fund  ....      150,000 

(3)  To  pay  a  dividend  of  10s.  per  share,  free  of  income 

tax  (making  with  the  interim  dividend  already 
paid  a  total  distribution  for  the  year  of  £66,867 
or  15s.  per  share),  which  will  absorb  a  further 
sum  of 44,578 

(4)  And  to  carry  forward  to  next  account  the  remaining 

balance  of 183,687 

£408,265 
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Form  5,  Recommended  Appropriation  (Features— Int.  on  Debs.; 
Div.  on  Pref.  Shares;  Interim  Div.  on  Ordy.  Shares) 

Annexed  the  Directors  have  the  pleasure  to  present  the  Balance  Sheet  and 
relative  Profit  and  Loss  Account  of  the  Company  for  the  year  ended  the  31st 
December,  19     . 

On  reference  thereto  it  will  be  seen  that  the  surplus  profit  for  the  year, 
together  with  the  amount  carried  forward  from  the  last  account,  is  ^97,393,  8s.  lid. 
Having  paid  the  interest  on  the  Debenture  Issue  for  the  year,  and  the  fixed 
Interim  Dividend  on  the  Preference  Shares  at  the  rate  of  5  per  cent,  per  annum, 
also  an  Interim  Dividend  on  the  Ordinary  Shares  at  the  rate  of  6  per  cent,  per 
annum  (both  for  the  half-year  ended  the  30th  June,  19  ),  and  after  placing 
£10,000  to  the  Reserve  Fund,  there  remains  the  sum  of  £49,893,  8s.  lid.,  as 
shown  on  the  Balance  Sheet,  out  of  which  the  fixed  Dividend  on  the  Preference 
Shares  for  the  remaining  half-year  was  paid  on  the  1st  January,  19  ,  leaving 
the  sum  of  £47,393,  8s.  lid.;  and  it  is  now  proposed  to  declare  a  Dividend 
on  the  Ordinary  Shares  at  the  rate  of  6  per  cent,  per  annum  for  the  half-year, 
ended  31st  December,  19  ,  thus  making  6  per  cent,  for  the  year.  This  will 
require  £18,000,  leaving  a  balance  of  £29,393,  8s.  lid.  to  be  carried  to  the 
next  account. 


Form  6,  Recommended  Appropriation  (Features— Int.  on  Debs.; 
Interim  Div.  on  Pref.  and  Ordy.  Shares) 

The  Net  Profits  for  the  year  ended  31st  December,  19     ,  after  payment  of 
Debenture  Interest,  amount  to  £  ,  out  of  which  interim  dividends 

(at  the  rate  of  6  per  cent,  and  5  J  per  cent,  per  annum  respectively)  have  been  paid 
on  the  Ordinary  and  Preference  Shares  for  the  half-year  to  30th  June  last,  together 
amounting  to  £  ;  and  after  deducting  these  payments  and  adding 

to  the  profits  for  the  year  the  balance  of  £  brought  forward  from 

last  year's  account,  there  remains  a  balance  of  undivided  profits  amounting  to 
£  ,  out  of  which  the  Directors  propose  : — 

To  pay  a  further  dividend  at  the  rate  of  5  J  per  cent,  per  annum 
on  the  Preference  Shares,  making  5 J  per  cent,  for  the 
year        ..........£ 

To  pay  a  further  dividend  at  the  rate  of  8  per  cent,  per 
annum  on  the  Ordinary  Shares,  making  7  per  cent, 
for  the  year     ......... 

To  place  to  Reserve  Fund 

To  carry  forward  to  next  year's  account  .         .         «         . 
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Porm  7,  Recommended  Appropriation  (Features  —  Appropriation  to 
Depreciation  Account;  Deb.  Interest;  Pref.  and  Ordy.  Interim 
Divs.) 

The  Net  Profit  for  the  year,  after  carrying  the  sum  of 
£,  to    Depreciation    Account,   amounts    to 

JB  .     This,  with  the  balance  of  £ 

brought  forward  from  last  year,  makes  a  total  of        .         .  £ 

And  after  deducting  Debenture  Interest  (paid  and  accrued) 
for  the  year,  the  Interim  Dividends  on  the  Preference  and 
Ordinary  Shares  paid  to  30th  June,  and  Income  Tax, 
amounting  together  to      ......         . 


There  remains  a  balance  of  £, 

Out  of  this  amount  the  Directors  recommend  : — 

The  payment  of  dividends  for  the  half-year  ended  31st 
December,  19      : — 

On  the  Preference  Shares  at  the  rate 

of  6  per  cent,  per  annum   .         .   £ 
On  the  Ordinary  Shares  at  the  rate 
of  12  per  cent,  per  annum,  mak- 
ing, with  the  interim  dividend,  10 
per  cent,  for  the  year 
The  placing  to  Reserve  Fund  of  . 


Leaving  to  be  carried  forward  to  next  year  a  balance  of   £, 


The  appropriation  account,  which  follows  the  profit  and  loss  account 
of  a  company,  shows  how  the  undivided  profits  standing  on  the  books  at 
the  date  of  the  previous  balance  have  been  applied  and  the  accretion 
thereto  by  the  profits  for  the  period  just  closed,  thereby  bringing  out  the 
total  unappropriated  profits  now  on  the  company's  books  awaiting  disposal. 
It  should  be  noted  that  when  the  books  close  and  the  annual  balance  sheet 
is  prepared,  the  balance  on  the  appropriation  account  represents  the 
divisible  profit  awaiting  the  determination  of  the  company  in  general 
meeting  as  to  its  disposal. 

Interim  dividends  paid  during  the  currency  of  the  financial  year  in 
respect  of  which  they  are  paid  should  not  appear  in  the  appropriation 
account  until  the  actual  appropriation  is  made  thereto  by  the  company, 
they  should  stand  on  a  separate  ledger  account  until  then,  and  in  the 
balance  sheet  be  shown  deducted  from  the  balance  of  the  appropriation 
account. 


\ 


[Form  8. 
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Form  8,  Appropriation  Account 


1906. 
Feb.  6.  To  Dividend  Accounts, 
for  Dividends  for 
year  1905,  declared 
this  day : 

Interim  Divs.,  paid 
1  July  last, — 
On  Pref .  Shares 
@  5}  %  p. 
ann.  .  .  <£ 
On  Ordy.  Shares 
@  6  %  p.  ann. 

Further  Divs., 
payable  this 
day,— 
On  Pref.  Shares 
@  5J  %  p. 
ann. 

On  Ordy.  Shares 
@  8  %  p.  ann. 

„    Amount    transferred 
to  Reserve  Fund  . 

Dec.  31  „  Balance,  being  un- 
appropriated profit 
carried  forward     . 


1906. 

Jan.  1.  By  Balance,  being  un- 
appropriated pro- 
fit at  this  date     .  S* 

Dec.  31.  „  Net  Profit  for  year 
(1906),  from  Pro- 
fit and  Loss 
Account 


£ 


Building  Societies 

Societies  registered  under  the  Building  Societies'  Acts  1874  to  1894, 
ordinarily  have  a  table  of  profits  showing  the  accumulation  of  profits 
attaching  to  the  various  classes  of  shares  at  the  close  of  each  year  up  to 
maturity.  In  the  annual  report  of  such  a  society,  reference  is  usually 
made  to  this  Table  Rate  of  Profit,  and  the  appropriation  in  this  case  is 
made  by  the  directors  under  the  Society's  Rules,  which  provide  that 
"  the  profit  or  such  part  or  portion  thereof  as  the  committee  may  deter- 
mine shall  be  allocated  amongst  the  members  .  .  .  and  in  the  event  of 
the  profit  earned  for  each  year  being  sufficient  to  allow  of  an  allocation 
amongst  the  members  at  the  rate  of  o  per  cent,  [or  other  Table  Rate]  the 
table  at  the  end  of  these  rules  shall  apply."  In  such  circumstances  it  is  for 
the  directors  to  allocate  such  rate  of  profit  among  the  members  as  they 
think  fit,  and  their  report  merely  contains  a  formal  statement  that  such 
allocation  has  been  made :  thus — 
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Appropriation  of  Building  Society's  Profits 

From  the  accounts  submitted  as  relative  hereto,  it  will  be  seen  that  the 
ordinary  profit  for  the  year  has  been  £2624,  8s.,  which,  with  the  balance  of 
JB746,  13s.  Id.  from  last  year,  makes  the  undivided  profit  to  the  close  of  the 
accounts  £3371,  Is.  Id.  Profit  at  the  Table  Rate,  amounting  to  £2623,  19s.  5d., 
has  been  allocated  among  the  shareholders,  being  5  per  cent,  on  the  amounts  at 
their  credit,  and  after  writing  off  £100  from  property  in  possession,  the  balance  has 
been  carried  forward  to  next  year. 

Arbitration 

Preliminary  Note. — Every  submission  to  arbitration  ought  to  be  in 
writing,  not  only  to  prevent  doubt  and  to  produce  definiteness,  but  also 
because  of  the  large  number  of  cases  in  which  validity  is  made  by  law  to 
depend  upon  writing.  The  submission  may  be  in  a  document  by  itself,  or 
it  may  be  made  out  by  a  subsidiary  clause  in  some  more  comprehensive 
agreement.  The  parties  to  it  ought  always  to  attach  their  signatures,  so 
furnishing  the  best  evidence  of  their  consent  to  the  act.  As  to  form,  no 
particular  words  are  required  so  long  as  the  intention  to  refer  is  made 
clear,  but  the  powers  given  should  be  at  once  ample  and  specific.  By  the 
Arbitration  Act,  1889,  52  &d  53  Vict.  c.  49,  s.  2,  a  submission,  unless  a 
contrary  intention  is  expressed  therein,  shall  be  deemed  to  include  the 
provisions  set  forth  in  the  First  Schedule  to  the  Act  so  far  as  these  are 
applicable  to  the  reference  in  question.  A  submission  may,  therefore,  be 
very  short,  merely  cancelling  such  of  the  provisions  referred  to  as  are  not 
desired  and  adding  any  others  that  may  appear  desirable.  The  First 
Schedule  is  as  follows  : — 


Provisions  to  be  implied  in  Submissions 

(a.)  If  no  other  mode  of  reference  is  provided,  the  reference  shall  be  to 
a  single  arbitrator. 

(6.)  If  the  reference  is  to  two  arbitrators,  the  two  arbitrators  may 
appoint  an  umpire  at  any  time  within  the  period  during  which  they 
have  power  to  make  an  award. 

(c.)  The  arbitrators  shall  make  their  award  in  writing  within  three 
months  after  entering  on  the  reference,  or  after  having  been  called  on  to 
act  by  notice  in  writing  from  any  party  to  the  submission,  or  on  or  before 
any  later  day  to  which  the  arbitrators,  by  any  writing  signed  by  them, 
may  from  time  to  time  enlarge  the  time  for  making  the  award. 

(d)  If  the  arbitrators  have  allowed  their  time,  or  extended  time,  to 
expire  without  making  an  award,  or  have  delivered  to  any  party  to  the 
submission,  or  to  the  umpire  a  notice  in  writing,  stating  that  they  cannot 
agree,  the  umpire  may  forthwith  enter  on  the  reference  in  lieu  of  the 
arbitrators. 

(e.)  The  umpire  shall  make  his  award  within  one  month  after  the 
original  or  extended  time  appointed  for  making  the  award  of  the  arbitra- 
tors has  expired,  or  on  or  before  any  later  day  to  which  the  umpire  by  any 
writing  signed  by  him  may  from  time  to  time  enlarge  the  time  for  making 
his  award. 

(/.)  The  parties  to  the  reference,  and  all  persons  claiming  through 
them   respectively,  shall,  subject   to  any  legal   objection,  submit  to   be 
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examined  by  the  arbitrators  or  umpire,  on  oath  or  affirmation,  in  relation 
to  the  matters  in  dispute,  and  shall,  subject  as  aforesaid,  produce  before 
the  arbitrators  or  umpire,  all  books,  deeds,  papers,  accounts,  writings,  and 
documents  within  their  possession  or  power  respectively,  which  may  be 
required  or  called  for,  and  do  all  other  things  which,  during  the  proceedings 
on  the  reference,  the  arbitrators  or  umpire  may  require. 

(g.)  The  witnesses  on  the  reference  shall,  if  the  arbitrators  or  umpire 
think  lit,  be  examined  on  oath  or  affirmation. 

(Ji.)  The  award  to  be  made  by  the  arbitrators  or  umpire  shall  be 
final  and  binding  on  the  parties  and  the  persons  claiming  under  them 
respectively. 

(z.)  The  costs  of  the  reference  and  award  shall  be  in  the  discretion  of 
the  arbitrators  or  umpire,  who  may  direct  to  and  by  whom  and  in  what 
manner  those  costs  or  any  part  thereof  shall  be  paid,  and  may  tax  or 
settle  the  amount  of  costs  to  be  so  paid  or  any  part  thereof,  and  may 
award  costs  to  be  paid  as  between  solicitor  and  client. 

If  a  written  submission  is  to  be  revocable,  that  must  be  stated,  for 
otherwise  by  sec.  1  of  the  Arbitration  Act,  1889,  it  will  be  irrevocable 
except  by  leave  of  the  Court  or  a  judge.  The  scope  of  a  submission  may 
be  extended  or  it  may  be  otherwise  altered  at  any  time  by  agreement 
executed  with  formalities  similar  to  those  of  the  original.  Revocation, 
where  permitted,  must  be  before  the  award  is  executed.  As  to  stamps,  if 
the  submission  is  by  deed,  the  duty  is  10s. ;  while  if  it  is  by  writing  not 
a  deed,  and  about  a  matter  exceeding  the  value  of  £5,  the  duty  is  6d. 
(Stamp  Act,  1891,  54  &  55  Vict.  c.  39,  Sched.  I.). 

As  to  an  award,  that  must  be  in  writing  unless  the  submission  other- 
wise provides,  and  ought  to  be  signed  in  the  presence  of  an  attesting 
witness.  Here,  too,  no  particular  words  are  required,  but  the  form  ought 
to  follow  any  express  directions  in  the  submission.  Like  a  submission,  an 
award  should  be  carefully  and  precisely  worded.  At  the  beginning,  the 
submission  and  what  has  been  done  therein  may  as  well  be  referred  to 
shortly  and  in  general  terms.  It  should  decide,  and  that  finally,  all  the 
matters  submitted  and  not  be  expressed  in  this  way:  "I  think,"  or 
"  propose  that,"  &c.,  or  arrange  a  merely  equitable  or  conditional  settle- 
ment. It  will  be  bad  if  one  matter  out  of  several  submitted  is  not  decided 
and  leave  is  given  to  a  party  to  proceed  upon  that  matter  in  the  ordinary 
way.  As  to  mistakes,  merely  clerical  errors  resulting  from  accidental  slips 
or  omissions  may  be  subsequently  corrected,  and  immaterial  errors  as  in 
the  recital  of  the  submission  or  in  a  name  and  the  like  will  not  invalidate 
the  award.  The  stamp  is  (Stamp  Act,  1891,  ut  supra),  where  no  amount 
is  awarded,  or  the  amount  or  value  awarded  does  not  exceed  £5,  3d. ; 
£10,  6d. ;  £20,  Is. ;  £30,  Is.  6d. ;  £40,  28. ;  £50,  2s.  6d. ;  £100,  5s. ;  £200, 
10s.;  £500,  15s.;  £750,  £1;  £1000,  £1,  5s.;  exceeds  £1000,  £1,  15s.; 
and  in  any  other  case,  £1,  15s.  The  stamp  is  usually  seen  to  by  the 
party  to  whom  the  award  is  delivered.  The  arbitrator  usually  keeps  a 
copy  of  an  award  from  which  to  make  other  copies  to  be  supplied  as  may 
be  required. 

Form  1,  Simple  Form  of  Submission  by  Writing  not  a  Deed 

Memorandum  of  Agreement,  made  the  day  of  ,  19      ,  between 

A.  B.,  of  ,  of  the  one  part,  and  C.  D.,  of  ,  of  the  other  part : 

Whereas  there  are  in  existence  between  the  said  parties  differences  to  which  they 

desire  to  put  an  end,  they,  the  said  A.  B.  and  C.  D.,  hereby  agree  to  refer  all 
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matters  in  difference  between  them  (a)  to  the  award  of  X.  Y.,  of  ,  as 

arbitrator,  to  determine  the  same,  and  they,  the  said  A.  B.  and  C.  D.,  further 
agree  that  this  reference  shall  be  a  submission  within  the  meaning  of  the 
Arbitration  Act,  1889,  and  any  statutory  modification  thereof. 

In  witness  whereof  the  said  A.  B.  and  C.  D.  have  hereunto  set  their  hands 
this  day  of  ,  19     . 

Witness  :—E.  F.,  A.  B. 

of  (address  and  occupation).  C.  D. 

{a)  "  All  matters  in  difference,"  &c.,  will  entitle  tbe  arbitrator  to  decide 
upon  equitable  as  well  as  upon  legal  principles,  though  he  must  always  act 
within  the  limits  of  good  conscience.  If  the  reference  is  intended  to  be 
confined  to  a  particular  matter  or  set  of  matters,  the  latter  may  be 
specifically  set  out  in  place  of  the  phrase  used  above. 

Form  2,  Submission  by  Deed 

This  Indenture,  made  between  A.  B.,  of  ,  of  the  first  part,  and 

C.  D.,  of  ,  of  the  second  part. 

Whereas  there  are  in  existence  between  the  said  parties  differences  touching 
and  concerning  {specify  the  subject-matter  in  general  terms) ;  And  whereas  to  put 
an  end  to  these  differences,  the  said  parties  have  agreed  to  refer  the  same  to  the 
award  of  X.  Y.,  of 

Now  this  Indenture  witnesses  that  they,  the  said  A.  B.  and  C.  D.,  do  jointly 
and  severally,  and  for  and  with  their  several  and  respective  heirs,  executors,  and 
administrators,  covenant  and  agree  to  refer  the  differences  aforesaid  to  the  award 
of  X.  Y.,  of  ,  as  arbitrator,  to  determine  the  same,  and  do,  as  aforesaid, 

further  covenant  and  agree  that  this  reference  shall  be  a  submission  within  the 
meaning  of  the  Arbitration  Act,  1889,  and  any  statutory  modification  thereof. 

In  witness  whereof  the  said  parties  hereto  set  their  hands  and  seals,  this 
day  of  ,  in  the  year  of  our  Lord,  Nineteen  hundred  and 

Signed,  sealed,  and  delivered  by  the  said  A.  B. 
in  the  presence  of  E.  F., 
of  (address  and  occupation). 
Signed,  sealed,  and  delivered  by  the  said  G.  D. 

in  the  presence  of  G.  H.,  p  -n 

of  [address  and  occupation). 

Form  3,  Clause  of  Reference  to  Arbitration  in  a  more 
comprehensive  Agreement 

If  any  difference  or  differences  shall  arise  between  the  parties  hereto,  or  their 
respective  heirs,  executors,  and  administrators,  or  between  either  of  the  parties 
and  the  heirs,  executors,  and  administrators  of  the  other,  touching  and  concerning 
these  presents,  or  the  construction  hereof,  or  the  rights  or  duties  of  any  person 
hereunder,  or  any  other  matter  arising  out  of  or  connected  with  these  presents  or 
the  operation  hereof,  such  difference  or  differences  shall  be  referred  to  the  award 
of  X,  Y.,  of  ,  or  in  the  event  of  the  death,  or  inability,  refusal,  or  failure  to 

act  of  the  said  X.  Y.  within  fourteen  days  after  notice,  sent  by  one  of  the  said 
parties  to  him,  through  the  post,  to  his  usual  or  last  known  address  in  the  United 
Kingdom,  that  the  difference  or  differences  had  arisen;  then  to  Y.  Z.,  of  , 

as  arbitrator,  to  determine  the  said  difference  or  differences,  and  such  reference 
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shall  be  a  submission  within  the  meaning  of  the  Arbitration  Act,  1889,  and  any 
statutory  modification  thereof. 

Form  4,  Form  of  Notice  suitable  to  Above 

To  Y.  Z.,  of 

Whereas   by   an    agreement   or  indenture    dated   the  day 

of  19  ,  and  made  between  A.  B.,  of  ,  of  the  first 

part,  and  C.  D.,  of  ,  of  the  second  part,  it  was,  inter  alia,  agreed  to 

refer  to  the  award  of  X.  Y.,  of  ,  or,  in  the  event  of  the  death,  or  inability, 

refusal,  or  failure  to  act,  of  the  said  X.  Y.  within  fourteen  days  after  notice  sent 
by  one  of  the  said  parties  to  him  through  the  post,  to  his  usual  or  last  known 
address  in  the  United  Kingdom,  that  a  difference  or  dififerences  had  arisen  then 
to  the  award  of  you,  Y.  Z.,  of  as  arbitrator,  any  difference  or  differ- 

ences which  should  arise  between  the  said  parties  or  their  respective  heirs,  executors, 
and  administrators,  or  between  either  of  the  said  parties  and  the  heirs,  executors, 
and  administrators  of  the  other,  touching  and  concerning  the  said  agreement  or 
indenture,  or  the  construction  thereof,  or  the  rights  or  duties  of  any  person  there- 
under, or  any  other  matter  arising  out  of  or  connected  with  the  said  agreement, 
any  such  reference  to  be  a  submission  within  the  meaning  of  the  Arbitra- 
tion Act,  1889,  and  any  statutory  modification  thereof ;  And  whereas  differ- 
ences have  arisen  between  the  said  A.  B.  and  C.  D.  touching  and  concerning 
matters  within  the  agreement  just  referred  to,  to  which  differences  the  said  A.  B. 
and  C.  D.  desire  to  put  an  end ;  And  whereas  notice  that  the  said  differences 
had  arisen  was  duly  sent  by  the  said  A.  B.  and  C.  D.  on  the  day 

of  ,19,  through  the  post  to  the  said  X.  Y.,  at  his  usual  and  last 

known  address,  with  a  request  that  he,  the  said  X.  Y.,  should  proceed  to  deter- 
mine the  same ;  And  whereas  fourteen  days  have  elapsed  since  the  despatch  of 
the  said  notice  without  the  said  X.  Y.  proceeding  to  act  as  desired.  Now, 
therefore,  in  pursuance  of  the  provisions  of  the  said  agreement  or  indenture,  we, 
the  said  A.  B.  and  C.  D.,  hereby  give  you,  the  said  Y.  Z.,  notice  that  differences 
have  arisen  between  us  touching  and  concerning  matters  within  the  said  agree- 
ment, and  that  we,  the  said  A.  B.  and  C.  D.,  refer  the  same  to  you  to  make  your 
award. 

As  witness  our  hands  this  day  of  ,  Nineteen  hundred 

and 

A.  B. 
C.  D. 

Form  5,  Form  of  Award  following  upon  a  Submission  in  Terms  of 
the  Preceding  Forms 

To  ALL  to  whom  these  presents  shall  come  I,  X.  Y.,  of  ,  send 

greeting. 

Whereas  by  an  agreement  in  writing  or  indenture,  dated  the 
day  of  ,  19     ,  and  made  between  A.  B.,  of  ,  of  the  first 

part,  and  C.  D.,  of  ,  of  the  second  part,  it  was  agreed  that  all  matters 

in  difference  between  the  said  parties  [touching  and  concerning  an  agreement, 
dated  the  day  of  ,  19     ,  and  made  between  the  said  A.  B. 

and  C.  D.,  or  the  construction  thereof,  or  the  rights  or  duties  of  any  person 
thereunder,  or  any  other  matter  arising  out  of  or  connected  with  the  said 
agreement  or  the  operation  thereof],  should  be  referred  to  the  award  of  me,  X.  Y., 
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of  ,  as  arbitrator,  to  determine  the  same ;  And  whereas  differences 

[within  the  meaning  of  the  said  agreement]  have  arisen,  and  are  in  existence 
between  the  said  parties,  Now  know  ye  that  I,  the  said  X.  Y.,  having  taken 
upon  myself  the  burden  of  the  said  reference,  and  having  heard  both  the  parties 
and  their  respective  witnesses,  and  having  considered  the  evidence  so  given 
before  me  concerning  the  matters  in  difference,  and  also  the  various  documents, 
vouchers,  and  other  papers  which  have  been  produced  and  given  in  evidence 
before  me,  do  hereby  make  and  publish  this,  my  award,  touching  and  concerning 
the  same — that  is  to  say,  I  find  that  ;    I  award  and  adjudge 

that  ;  AND  I  AWARD  AND  ADJUDGE  that  the  costs  of  this  reference 

and  award  shall  be  borne  and  paid,  as  to  one  moiety,  by  A.  B.,  and  as  to  the 
other  moiety,  by  C.  D. 

In  witness  whereof  I,  the   said  X.  Y.,  have  hereunto  set  my  hand  this 
day  of  ,  Nineteen  hundred  and 

Signed  by  the  said  X.  Y.  in  the  presence  of  X.  Y. 

E.  F.,  of 
(Address  and  occujmtion.) 

Form  6,  More  Formal  Award 

In  the  MATTER  OF  AN  ARBITRATION  between  A.  B.,  of  ,  and  C.  D., 

of 

This  is  the  award  of  me,  X.  Y.,  of  ,  the  arbitrator  appointed 

under  a  submission,  dated  the  day  of  >  19     j  and  made  between 

the  said  A.  B.  and  C.  D. 

I  FIND,  &c.  (as  in  the  last  preceding  form). 


John  R.  M'Ilraith. 


Arbitration  (Scotland) 
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Preliminary  Note. — Arbitration  is  the  voluntary  and  contracted  refer- 
ence by  the  parties  thereto  of  a  dispute  or  disputes  between  them  to  the 
decision  of  a  person  or  persons  in  whom  they  have  confidence.  The 
Arbitration  (Scotland)  Act,  1894  (57  &  58  Vict.  c.  13),  is  the  principal  Act 
relating  to  arbitration  in  Scotland. 

The  contract  may  be  constituted  either  by  a  separate  deed  of  submis- 
sion or  by  a  clause  in  another  contract,  referring  the  decision  of  claims  or 
disputes  arising  in  connection  with  the  contract. 

Where  the  contract  to  refer  is  constituted  by  a  formal  deed  of  submis- 
sion, it  may  be  in  either  of  two  forms — viz.,  it  may  refer  generally  all  disputes 
and  differences  between  the  parties,  or,  on  the  narrative  that  disputes  have 
arisen,  it  may  refer  these  particular  questions  to  the  arbiter  or  arbiters. 

The  reference  may  be  either  to  a  sole  arbiter  or  to  two  arbiters  chosen 
by  the  parties.  The  deed  usually  confers  upon  the  two  arbiters  power  to 
choose  an  oversman,  but  under  the  Arbitration  (Scotland)  Act,  1894,  arbiters 
have  power  to  name  an  oversman  in  the  absence  of  express  prohibition. 
If  the  submission  is  to  two  arbiters  and  an  oversman  to  be  selected  by 
them,  it  is  better  to  require  the  arbiters  to  select  their  oversman  before 
acting  in  the  submission.     Parties  may  themselves  name  their  oversman. 

Powers  to  receive  claims,  and  to  take  proof,  are,  strictly  speaking, 
unnecessary,  as  such  powers  are  implied  in  the  contract  of  submif^sion. 
If  the  arbiters  are  to  be  remunerated  for  their  services,  power  should  be 
conferred  upon  them  to  treat  such  remuneration  as  part  of  the  expenses  of 
the  arbitration. 
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It  is  usual  to  leave  the  period  of  duration  of  the  submission  blank,  in 
which  case  the  submission  lasts  for  a  year  and  day  (Earl  of  Dunmore,  7  S. 
595).  Parties  may  of  course  prorogate  the  submission  at  pleasure,  but  if  it 
is  intended  that  the  arbiters  are  to  have  power  of  prorogation,  a  clause 
conferring  this  power  should  be  inserted  in  the  deed  of  submission. 

Form  1,  General  Deed  of  Submission  to  Two  Arbiters  and  Oversman 

We,  A.  B.  and  C.  D.,  have  submitted  and  referred,  as  we  do  hereby  submit  and 
refer,  all  claims,  disputes,  and  differences  presently  depending  and  subsisting 
between  us  to  the  amicable  decision,  final  sentence,  and  decreet-arbitral  to  be  pro- 
nounced and  given  forth  by  E.  F.  and  G.  H.,  arbiters  mutually  chosen  by  us,  or, 
in  case  of  difference  in  opinion  between  the  said  arbiters,  by  any  oversman  whom 
they  shall  choose  and  whom  they  are  hereby  specially  requested  to  nominate 
before  they  enter  on  the  business  of  the  submission,  whom  failing  by  death  or 
non-acceptance  before  giving  forth  a  final  award,  by  any  other  oversman  whom  the 
said  arbiters  shall  choose  ;  with  power  to  the  said  arbiters  or  oversman  respec- 
tively to  receive  the  claims  of  the  parties,  take  all  manner  of  probation,  by  writ, 
witnesses,  or  oath  of  parties,  including  power  to  take  evidence  on  commission,  and 
to  make  remits  to  men  of  skill  for  determining  the  matters  hereby  submitted,  and 
to  hear  the  parties  thereon ;  with  power  also  to  the  said  arbiters  and  oversman 
respectively  to  decern  against  either  party,  in  whole  or  in  part,  for  payment  of  the 
expenses  which  may  be  incurred  by  the  other  party  under  this  submission, 
including  the  remuneration  of  the  clerk  to  the  submission,  and  including  also  such 
remuneration  to  said  arbiters  and  oversman  for  their  trouble  in  the  premises  as 
they  may  determine,  which  they  are  hereby  empowered  to  do ;  as  also  including 
the  expense  of  the  deed  of  submission  itself,  and  of  the  decree  or  decrees-arbitral 
to  follow  hereon,  and  of  the  registration  of  the  same;  and  whatever  the  said 
arbiters  or  oversman  respectively  shall  determine  in  the  premises,  in  whole  or  in 
part,  by  decree  or  decrees-arbitral,  interim  or  final,  to  be  pronounced  by  them  or 
by  him  respectively  between  the  date  hereof  and  the  day  of 

next  to  come,  or  on  or  before  any  other  day  to  which  they  or  he  may 
respectively  prorogate  this  submission,  which  they  and  he  are  hereby  empowered  to 
do  at  pleasure,  we  bind  and  oblige  ourselves  and  our  respective  heirs,  executors,  and 
successors  to  acquiesce  in,  implement,  and  fulfil  to  each  other,  under  the  penalty 
of  £  sterling,  to  be  paid  by  the  party  failing  to  the  party  observing  or 

willing  to  observe  the  same,  over  and  above  performance:  And  it  is  hereby 
declared  that  although  either  or  both  of  us,  the  said  A.  B.  and  C.  D.,  shall  die 
during  the  dependence  of  the  present  submission,  the  same  shall  nevertheless 
continue  in  full  force,  and  be,  with  the  decree  or  decrees-arbitral  to  be  pronounced 
as  aforesaid,  binding  upon  the  heirs  and  representatives  of  the  party  or  parties 
deceasing ;  the  said  arbiters  and  oversman  being  hereby  empowered  to  proceed 
with  this  submission,  notwithstanding  the  death  of  either  party  or  both  parties 
as  aforesaid :  And  further,  we  hereby  agree  that  in  case  no  final  decreet-arbitral 
shall  follow  hereon,  all  probation  to  be  taken  by  the  said  arbiters  or  oversman 
shall  be  held  and  received  as  legal  probation  quantum  et  quale  in  any  after  sub- 
mission or  process  at  law  between  us  or  our  respective  foresaids  touching  the  pre- 
mises :  And  we  consent  to  the  registration  hereof,  and  of  the  prorogation  and 
devolutions  and  interim  or  final  decreet-arbitral  or  decrees-arbitral  to  follow  hereon, 
for  preservation  and  execution. — In  witness  whereof. 


I 
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If  the  parties  tbemselves  nominate  the  oversman,  the  clause  of 
nomination  will  run  as  follows  : — "  By  E.  F.  and  G.  H.  as  arbiters  mutually 
chosen  by  us,  or  in  case  of  difference  of  opinion  by  L.  M.  as  oversman ;  and 
in  the  event  of  the  failure  of  the  said  L.  M.  through  his  non-acceptance  or 
through  his  death  after  acceptance,  but  at  any  time  before  giving  forth  a 
final  award,  then  to  any  other  oversman  who  shall  thereon  be  chosen  by 
the  said  arbiters." 

As  arbiters  have  implied  power  to  deal  with  the  expenses  of  the  sub- 
mission (Ferrier,  5  D.  456  ;  4  Bell's  App.  161),  if  the  parties  do  not  intend 
them  to  have  this  power,  a  special  clause  must  be  inserted  to  provide 
therefor.  In  such  a  case  a  clause  in  the  following  form  may  be  intro- 
duced : — "  But  declaring  that  the  said  arbiters  and  oversman  shall  have 
no  power  to  deal  with  the  expenses  of  this  submission,  and  that  the 
remuneration  of  the  clerk  to  the  submission  shall  be  borne  by  the  parties 
equally." 

Form  2,  General  Submission  to  Sole  Arbiter 

"VYe,  A.  B.  and  0.  D.,  have  submitted  and  referred,  as  we  do  hereby  submit 
and  refer,  all  claims,  disputes,  questions,  and  differences  presently  depending 
between  us  to  the  amicable  decision,  final  sentence,  and  decreet-arbitral  to  be 
pronounced  and  given  forth  by  E.  F.,  arbiter  mutually  chosen  by  us ;  with  power 
to  the  said  arbiter  to  receive  claims,  take  all  manner  of  probation  which  he  may 
think  necessary,  by  writ,  witnesses,  or  oath  of  party,  for  deciding  the  matters 
hereby  submitted,  and  to  hear  parties  thereon ;  as  also  to  decern  against  either 
party,  in  whole  or  in  part,  for  payment  of  the  expenses  which  may  be  incurred  by 
the  other  party  under  this  submission,  including  the  remuneration  of  the  clerk  to 
the  submission ;  as  also  including  the  expense  of  the  deed  of  submission  itself, 
and  of  the  decree  or  decrees-arbitral  to  follow  hereon  ;  and  of  the  registration  of 
the  same  respectively,  and  whatever  the  said  arbiter  shall  determine  in  the 
premises,  in  whole  or  in  part,  by  decree  or  decrees-arbitral  to  be  pronounced  by 
him  between  the  date  hereof  and  the  day  of  next  to  come,  or 

on  or  before  any  other  day  to  which  he  may  prorogate  this  submission,  which  he 
is  hereby  empowered  to  do  at  pleasure,  we  bind  and  oblige  ourselves  and  our 
respective  heirs,  executors,  and  successors  to  acquiesce  in,  implement,  and  fulfil 
to  each  other,  under  the  penalty  of  £  sterling,  to  be  paid  by  the  party 

failing  to  the  party  observing  or  willing  to  observe  the  same,  over  and  above 
performance :  And  we  consent  to  the  registration  hereof,  and  of  the  prorogations 
and  interim  or  final  decreet-arbitral  or  decrees-arbitral  to  follow  hereon,  for 
preservation  and  execution. — In  witness  whereof. 

Form  3,  Clause  of  Submission  in  Deed  of  Co-partnership 

All  matters  relating  to  the  partnership,  whether  during  its  subsistence  or  at  or 
after  its  dissolution,  and  all  matters  relating  to  the  interpretation  of  or  carrying 
out  of  these  presents,  shall,  in  the  event  of  difference,  be  referred  to  the  decision, 
final  sentence,  and  decreet-arbitral  of  whom  failing  ; 

Form  4,  Minute  of  Acceptance  by  Arbiters  and  Nomination  of 
Oversman  and  Clerk 

"We,  A.  B.  and  C.  D.,  both  designed  in  the  foregoing  minute  of  reference, 
do  hereby  accept  the  office  of  arbiters  thereby  conferred  on  us;  and  we  do 
hereby  nominate  and  appoint  E.  F.  to  be  oversman  in  the  reference ;  and  we 
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appoint  G.  H.  to  be  clerk  to  the   reference   and   legal  assessor.— In   witness 

WHEREOF. 

(The  acceptance  of  office  does  not  require  to  be  tested,  but  in  view  of 
its  importance  it  is  proper  that  it  should  be  probative.) 

Form  5,  Minute  of  Acceptance  by  Oversman  following  thereon 

I,  G.  H.,  designed  in  the  foregoing  minute,  hereby  accept  the  nomination  and 
appointment  thereby  made. — In  witness  wheleop. 

Form  6,  Minute  of  Prorogation  by  the  Parties 

(Parties  to  a  submission  have  power  to  prorogate  the  submission  to  any 
extent.  The  power  is  exercised  by  a  minute  of  prorogation  which  is 
usually  endorsed  on  the  deed  of  submission.) 

We,  the  parties  to  the  foregoing  deed  of  submission,  do  hereby  prorogate  the 
same  to  the  day  of  next  to  come,  and  of  new  nominate 

and  appoint  the  arbiters  therein  named,  and  confer  upon  them  the  whole  powers 
therein  mentioned,  all  in  terms  of  the  said  deed  of  submission :  And  we  further 
agree  and  declare  that  the  orders  already  pronounced  by  the  said  arbiters  and 
nomination  of  oversman  by  them  and  whole  procedure  under  the  said  submission 
shall  remain  effectual. — In  witness  whereof. 

Form  7,  Minute  of  Prorogation  by  the  Arbiters 

(Power  of  prorogation  is  generally  conferred  in  deeds  of  submission.  It 
is  exercised  by  means  of  a  minute  of  prorogation,  which  is  usually  endorsed 
on  the  submission.  It  does  not  require  to  be  tested,  but  in  general  it  is 
advisable  that  it  should  be.) 

We,  the  arbiters  appointed  by  the  foregoing  deed  of  submission,  hereby 
prorogate   the   said   submission   to   the  day  of  . — In 

WITNESS  WHEREOF. 

Form  8,  Minute  of  Devolution  by  Arbiters  of  whole  Matters 
submitted  to  them 

We,  A.  B,  and  C.  D.,  the  arbiters  under  the  foregoing  deed  of  submission, 
having  differed  in  opinion  regarding  the  determination  of  the  matters  submitted 
to  us,  do  hereby  devolve  the  said  reference  and  submission  and  whole  matters 
therein  contained  upon  G.  H.,  the  oversman  appointed  by  us  in  our  minute,  dated 

. — In  WITNESS  WHEREOF. 

Form  9,  Order  for  Claims  and  allowing  Answers 
(Date.)— The  arbiter  appoints  the  claimant,  A.  B.,  to  lodge  with  the  clerk  a 
written  statement  of  his  claims  within  days  from  this  date,  and  on 

this  being  lodged  allows  the  respondent,  C.  D.,  to  see  and  answer  the  same  within 
days  thereafter. 

Form  10,  Decreet-Arbitral  by  Sole  Arbiter 

I,  A.  B.,  sole  arbiter,  nominated  and  appointed  by  a  deed  of  submission  entered 
into  by  and  between  C.  D.  and  E.  F.,  dated  ,  whereby  they  sub- 

mitted and  referred  to  the  amicable  decision,  final  sentence,  and  decreet-arbitral  to 
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be  pronounced  and  given  forth  by  me  as  sole  arbiter  mutually  chosen,  all  claims, 
disputes,  questions,  and  differences  then  depending  and  subsisting  between  them  ; 
having  accepted  the  said  submission  conform  to  my  acceptance  endorsed  on  the 
said  deed  of  submission,  and  dated  ,  and  having  prorogated  the  said 

submission  conform  to  minute  of  prorogation,  dated  ,  also  endorsed 

on  the  said  submission :  Considering  that  a  claim  was  lodged  for  the  said  C.  D., 
to  which  answers  were  lodged  by  the  said  E.  F. :  Further  considering  that  I 
thereafter  allowed  both  parties  a  proof,  which  was  led  in  my  presence,  and  that 
parties  were  thereafter  heard  before  me  on  the  whole  cause  :  And  being  now  well 
and  ripely  advised  on  the  matters  submitted  to  me,  and  having  God  and  a  good 
conscience  before  my  eyes,  I  do  hereby  give  forth  and  pronounce  my  final  sentence 
and  decreet-arbitral  as  follows : — I  find  the  said  E.  F.  liable  to  the  said  CD.  in 
payment  of  the  sum  of  £  sterling,  being  the  value  {describe  shortly 

the  grou7ids  of  indebtedness),  with  interest  on  the  said  sum  of  £  at 

the  rate  of  £5  per  centum  per  annum  from  day  of 

until  payment :  And  I  also  find  the  said  E.  F.  liable  to  the  said  C.  D.  in  payment 
of  the  taxed  amount  of  the  expenses  of  this  submission,  including  the  remunera- 
tion of  the  clerk  to  the  submission,  the  expense  of  the  said  deed  of  submission 
itself,  and  the  expense  of  recording  the  same,  with  the  foresaid  minutes  of  accept- 
ance and  prorogation  by  me,  and  this  decreet-arbitral :  And  I  hereby  decern  and 
ordain  the  said  E.  F.  to  make  payment  to  the  said  C.  D.  of  the  said  sum  of 
£  ,  with  interest  as  aforesaid,  and  of  the  foresaid  expenses  as  the 

same  may  be  taxed :  And  I  decern  and  ordain  both  the  said  C.  D.  and  E.  F.  to 
implement  and  fulfil  this  decreet-arbitral  in  all  points,  under  the  penalty  contained 
in  the  said  deed  of  submission.  [And  I  hereby  appoint  the  said  deed  of  sub- 
mission, the  said  acceptance  and  prorogation  thereof  by  me,  and  this  decree- 
arbitral,  to  be  recorded  in  the  Books  of  Council  and  Session  or  others  competent, 
all  in  terms  and  to  the  effect  of  the  consent  to  registration  contained  in  the  said 
deed  of  submission.] — In  witness  whereof. 

Form  11,  Note  of  Proposed  Findings  or  Interim  Award 

Note  of  Proposed  Findings  by  G.  H.,  Accountant,  sole  arbiter  under 
Minute  of  Reference,  dated  4th  August,  19     , 

BETWEEN 

A.  B.,  widow  of  B.  B., 

AND 

C.  D.,  as  Attorney  for  E.  F. 

{Here  recite  circumstances  which  have  led  up  to  the  disjjute  between  the 
parties. ) 

The  facts  concerning  the  matter  in  dispute  agreed  between  the  parties  are  as 
follows : — 

{Here  narrate  the  points  relating  to  the  subject  of  submission  on  which  tJie 
parties  are  agreed.) 

The  question  submitted  for  the  arbiter's  decision  is — 

{Here  give  the  exact  terms  of  the  submission.) 

The  arbiter  proposes  to  find — 

That  {Here  state  the  findings). 
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The  arbiter  allows  parties  ten  days  from  this  date  to  lodge  representations 
against  his  proposed  findings,  failing  which  they  become  final.  A  formal  award 
will  be  issued  if  desired. 

G.  H. 

{Place  and  Date.) 

Arrangement,  Deed  of 

Under  the  Bankruptcy  (Scotland)  Act,  1856,  s.  35,  et  seq.,  a  majority  in 
number  and  four-fifths  in  value  of  the  creditors  present  at  the  meeting  to 
elect  a  trustee,  or  any  subsequent  meeting  specially  called  for  the  purpose, 
may  decide  that  the  estate  ought  to  be  wound  up  under  a  deed  of  arrange- 
ment. The  meeting  must  also  appoint  a  person  (usually  the  agent  in  the 
sequestration)  to  report  the  resolution  to  the  Lord  Ordinary  on  the  Bills 
or  the  Sheriff,  and  to  apply  for  a  sist  of  the  sequestration  proceedings  for 
such  time  not  exceeding  two  months  as  the  meeting  may  decide.  If 
desired,  the  appointment  of  a  judicial  factor  for  the  interim  preservation  of 
the  estate  may  be  also  applied  for.  The  application  must  be  lodged  with 
the  Lord  Ordinary  or  the  Sheriff  within  four  days  after  the  meeting.  Any 
party  interested  may  enter  appearance  and  be  heard  against  the  applica- 
tion. If  the  Lord  Ordinary  or  Sheriff  approves  of  the  resolution  and 
grants  the  sist,  a  deed  of  arrangement  is  then  prepared  and  executed  by  a 
majority  in  number  and  four-fifths  in  value  of  the  bankrupt's  creditors, 
and  by  the  bankrupt  and  his  cautioner  (if  any),  and  submitted  to  the 
Sheriff.  Intimation  is  usually  ordered  to  be  made  on  non-concurring 
creditors  by  Gazette  notice  and  circular,  and  the  bankrupt  emits  a  declara- 
tion that  his  state  of  affairs  is  true,  the  list  of  creditors  therein  correct,  and 
that  there  are  no  non-concurring  creditors  other  than  those  to  whom  circulars 
have  been  sent.  If  the  deed  of  arrangement  is  approved  of,  the  sequestra- 
tion is  then  declared  at  an  end.  This  deliverance  must  be  recorded  in  the 
same  way  as  a  recal  of  the  sequestration.  The  Lord  Ordinary's  or  the 
Sheriff's  judgment  is  subject  to  review. 

No  statutory  form  is  given  for  the  deed  of  arrangement.  It  may  either 
be  an  arrangement  for  payment  by  the  bankrupt — usually  with  a  cautioner 
— of  a  composition,  or  an  arrangement  for  the  realisation  of  the  estate  by 
the  creditors.  The  latter  form  is  that  usually  followed  in  England.  In 
Scotland,  creditors  apparently  object  to  occupy  such  an  invidious  position, 
and  this  form  of  the  deed  is  almost  unknown.  In  the  ordinary  case,  a 
professional  trustee  may  be  suggested  as  an  alternative  to  the  committee 
of  creditors. 

Instead  of  having  the  deed  executed  by  all  the  creditors,  it  is  usual  to 
obtain  mandates  in  favour  of  some  person  (usually  the  agent)  to  sign  it  on 
behalf  of  all  or  a  number  of  the  creditors.  Such  deeds  are  exempt  from 
stamp  duty  under  sec.  184  of  the  Bankruptcy  (Scotland)  Act,  1856. 

RESOLUTION  THAT   ESTATE  OUGHT  TO  BE  WOUND  UP  BY  DEED 
OF  ARRANGEMENT,   &C. 

The  form  assumes  the  resolution  to  be  carried  at  the  meeting  for  the 
election  of  a  trustee.  If  at  a  later  meeting,  the  only  changes  will  be  the 
omission  of  the  statement  that  a  trustee  was  not  elected,  and  the  narrative 
that  the  meeting  was  specially  called  for  the  purpose. 
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Form  of  Minute  resolving  on  Deed  of  Arrang-ement 

The  said  A.  G.  [if  a  mandatory,  say  as  mandatory  foresaid]  moved  a  resolu- 
tion that  the  estate  ought  to  be  wound  up  under  a  deed  of  arrangement,  and  that 
an  application  be  made  to  the  Lord  Ordinary  [or,  the  Sheriff]  to  sist  procedure  in 
the  sequestration  for  {any  period  not  exceeding  two  months),  which  motion  was 
seconded  by  the  said  K  F. 

The  said  W.  S.  moved  that  the  estate  be  not  wound  up  under  a  deed  of 
arrangement,  which  motion  was  seconded  by  J.  K. 

Upon  a  vote  being  taken,  there  voted  for  the  motion  of  the  said  A.  G. — 

{State  the  name  of  each  voter  and  the  amount  of  the  claim.) 

And  there  voted  for  the  counter-motion  of  the  said  W.  S. — 

{State  names  and  amounts  as  hpfore.) 

Whereupon  the  preses  declared  that  the  resolution  had  been  carried  by  a 
majority  in  number  and  four-fifths  in  value  of  the  creditors  present  or  represented 
at  the  meeting,  and  that  therefore  it  was  not  necessary  to  elect  a  trustee. 

[If  either  party  protests  against  the  votes  given  for  the  opposing  motion,  say, 
The  said  {names  of  protestors)  protested  against  the  validity  of  the  votes  tendered 
on  behalf  of  the  motion  of  the  said  A.  G.,  and  declared  that  the  motion  of  the 
said  A.  G.  had  not  been  carried  by  a  majority  in  number  and  four-fifths  in  value 
of  the  creditors  present  or  represented  at  the  meeting.] 

The  meeting  then  appointed  A.  D.  {designation)  to  report  the  said  resolution 
to  the  Lord  Ordinary  \or,  the  Sheriff],  and  to  apply  for  a  sist  of  the  sequestration 
in  terms  thereof. 

(It  is  competent  to  obtain  the  appointment  of  a  judicial  factor  for  the 
interim  preservation  of  the  estate.     If  this  is  desired,  add, 

The  meeting  further  resolved  that  R.  S.  {designation),  be  suggested  as  a  fit 
person  to  be  judicial  factor  on  the  estate  during  the  said  period  of  sist.) 

In  witness  whereof,  this  minute,  written  by  the  said  is  subscribed 

by  the  preses. 

See  also  Bankruptcy  (England),  Composition  Contract. 

Articles  of  Association 

1.  Preparation  of  Articles 

As  the  Memorandum  of  Association  is  a  company's  charter,  the  Articles 
of  Association  may  be  termed  its  bye-laws.  The  Articles  may  be  altered 
from  time  to  time  by  special  resolution  (Companies  Act,  1862,  s.  50). 
A  stipulation  in  the  Articles  that  any  clause  shall  not  be  subject  to 
alteration  under  the  section  is  ineffectual  (Malleson  v.  National  Insur- 
ance Co.,  1894,  1  Ch.  200).  Further,  any  clerical  errors  in  the  Articles 
can  only  be  corrected  under  sec.  50 ;  a  petition  to  the  Court  to  make  the 
correction  is  incompetent  (Evans  v.  Chapman  and  Others,  11th  April, 
1902,  18  T.L.R.  506  (Ch.  Div.)). 

The  Memorandum  of  Association  may,  in  the  case  of  a  company 
limited  by  shares,  and  must  in  the  case  of  a  company  limited  by  guarantee 
or  unlimited,  be  accompanied  at  registration  by  Articles  of  Association 
(Companies  Act,  1862,  s.  14).  As  regards  a  company  limited  by  shares, 
if  the  Memorandum  is  not  accompanied  by  Articles,  or  in  so  far  as  the 
Articles  do  not  exclude  or  modify  Table  A  appended  to  the  Act,  that  Table 
will  apply  (sec.  15). 
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Where  special  Articles  are  not  registered,  a  docquet  must  be  put  on 
the  Memorandum  stating  that  it  is  registered  without  Articles  of  Asso- 
ciation. 

In  view  of  the  development  of  the  law  and  the  experience  acquired 
since  the  Act  of  1862  was  passed,  it  is  now  the  general  rule  for  each 
company  to  have  its  own  special  Articles  to  meet  its  requirements ;  in 
hardly  any  case  will  it  be  found  safe  or  expedient  to  adopt  Table  A 
without  modification.     Table  A  is  now,  however,  undergoing  revision. 

Where  it  can  conveniently  be  done,  it  is  well  to  submit  the  Memor- 
andum and  Articles  to  the  Registrar  before  getting  them  signed. 

On  account  of  the  terms  of  sec.  20  of  the  1862  Act,  it  is  always  advis- 
able that  the  proposed  name  be  intimated  to  the  Registrar  for  approval 
two  or  three  days  before  the  papers  are  to  be  lodged  for  registration. 
Before  issuing  the  Certificate  of  Incorporation,  the  Registrar  requires 
to  ascertain  that  no  company  with  a  similar  name  already  stands  on  the 
Register. 

In  the  special  case  of  the  name  proposed  being  that  of  a  subsisting 
company  which  is  being  dissolved  and  which  consents  to  its  name  being 
taken  by  the  new  company,  the  official  Form  of  Consent  (No.  14),  signed 
by  the  Liquidator,  must  be  produced  and  filed  along  with  the  new 
company's  Memorandum  and  Articles. 

If  a  Stock  Exchange  quotation  is  to  be  applied  for,  the  rules  of  the 
particular  Stock  Exchange  must  be  complied  with  in  framing  the  Memor- 
andum and  Articles.  A  proof  should  be  submitted  through  a  stockbroker 
to  the  secretary  of  the  Exchange.  The  rules  of  the  various  Exchanges 
differ,  and  it  must  not  therefore  be  assumed  that  Articles  which  have 
been  passed  by  one  Exchange  will  be  accepted  by  another. 

The  Articles  must  be  printed  (Companies  Act,  1862,  s.  16).  So  strictly 
is  this  provision  construed,  that  no  manuscript  corrections  whatever  will  be 
permitted.     The  Registrar  does  not  accept  typewriting  in  lieu  of  printing. 

The  Articles  must  also  be  expressed  in  separate  paragraphs,  numbered 
arithmetically  (Companies  Act,  1862,  s.  14). 

The  Articles  are  subscribed  and  attested  in  the  same  way  in  all  respects 
as  the  Memorandum  of  Association,  except  that  in  the  case  of  Articles  the 
number  of  shares  taken  is  not  inserted.  The  following  is  the  common 
form  : — 

Style  of  Subscription  by  Subscribers 

Karnes,  Addresses,  and  Descriptions  of  Subscribers. 
James  Smith,  Ilford,  Canaan  Lane,  Edinburgh,  Wholesale  Stationer. 
William  Gardner,  39  Mansfield  Eoad,  Edinburgh,  Knight. 
Hugh  Edwards,  59  Weston  Park,  Edinburgh,  Works  Manager. 
Robert  Thorne,  2  Queen  Victoria  Street,  London,  E.G.,  Stationer. 
Sidney  R.  Fairweather,  78  John  Street,  Glasgow,  Merchant. 
William  Stanley,  12  Albert  Street,  Leith,  Book-keeper. 
James  Ellis,  116  Camden  Street,  Edinburgh,  Writer  to  the  Signet. 

Dated  the  day  of  ,  Nineteen  hundred  and 

Witness  to  the  above  signatures, 

i  Robert  Harding,  of  25  Norfolk  Street,  Edinburgh, 

Solicitor. 
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If  the  subscribers  do  not  sign  together,  the  attestation  will  be  as 
follows : — 

Styles  of  Attestation 

Witness  to  the  above  signatures  of  James  Smith,  Robert  Thorne,  and  Sidney 
Fairweather. 

Robert  Harding,  of  25  Norfolk  Street,  Edinburgh, 
Solicitor. 

"Witness  to  the  above  signatures  of  William  Gardner,  Hugh  Edwards,  and 
Fames  Ellis. 

Wm.  Smith,  of  200  Princes  Street,  Edinburgh, 
Law-Clerk. 

Witness  to  the  above  signature  of  William  Stanley. 

F.  Williamson,  of  12  Albert  Street,  Leith, 
Shipping  Clerk. 

However  many  pages  the  Articles  may  consist  of,  the  subscribers  and 
the  witnesses  sign  on  the  last  page  only.  Although  the  subscribers  sign 
at  dififerent  times  only  one  date  is  inserted,  as  above.  The  Registrar 
requires  full  postal  addresses  to  be  given. 


2.  Stamp  Duties 

The  Companies'  registration  fee  stamps,  payable  in  connection  with  the 
incorporation  of  a  company,  are  regulated,  in  the  case  of  a  company  having 
capital  divided  into  shares,  by  s.  17  and  Table  B  in  the  first  schedule  to  the 
Companies  Act,  1862  ;  and  in  the  case  of  a  company  not  having  a  capital 
so  divided,  by  s.  17  and  Table  C  in  the  same  schedule.  In  addition,  a 
company  having  a  capital  divided  into  shares  must  pay  the  Companies 
capital  duty  of  os.  for  every  £100  of  nominal  share  capital  (Stamp  Act, 
1891,  s.  112,  as  amended  by  the  Finance  Act,  1899,  s.  7).  The  stamp 
duties,  both  deed  and  Companies'  registration  fee,  must  be  impressed. 

The  Memorandum  and  Articles  of  Association  must  each  bear  a  10s. 
deed  stamp  (Companies  Act,  1862,  s.  11  and  16).  The  Memorandum  must, 
in  addition,  bear  the  ad  valoreTn  Companies'  registration  fee  stamp.  The 
Articles  of  Association  must  be  impressed  with  a  Companies'  registration 
fee  stamp  of  5s.,  and  so  must  all  the  other  documents  filed,  except  the 
statement  of  nominal  capital. 


3.  Registkation 

On  the  Memorandum  and  Articles  and  the  other  documents  requiring 
to  be  filed,  as  explained  in  the  following  lists,  being  duly  signed  and 
stamped,  the  papers  will  be  lodged  with  the  Registrar  of  Joint-Stock 
Companies.  On  their  being  found  in  order,  the  Certificate  of  Incorpora- 
tion will  be  issued.  As  to  the  effect  of  the  certificate,  see  Companies 
Act,  1900,  s.  1. 

The  Registrar  requests  that,  in  the  case  of  each  new  company,  two 
copies  of  the  printed  Memorandum  and  Articles  of  Association  be  sent  to 
him  at  an  early  date  after  registration. 
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Lists  of  Documents  to  be  filed  with  the  Registrar  of  Joint- 
Stock  Companies  in  connection  with  the  Incorporation  of  a 
Company,  with  the  Official  Numbers  of  the  Authorised  Forms 
AND  the  Statutory  Provisions  under  which  the  Filing  of 
the  respective  Documents  is  required. 

1.  Private  Company  Limited  by  Shares 

(That  is,  a  Company  "  which  does  not  issue  any  invitation  to  the  public 
to  subscribe  for  its  shares,"  Act  of  1900,  s.  2  (3) ). 

1.  Application  to  register.     Form  No.  50,  Act  of  1900,  s.  2  (3). 

2.  Statutory  Declaration  by  Enrolled  Law  Agent  engaged  in  formation 

of  Company,  or   a  Director  or   Secretary  named  in  Articles   of 
Association.     Form  No.  41,  Act  of  1900,  ss.  1  (2)  and  34  (1). 

3.  Memorandum  of  Association. 

4.  Articles  of  Association  (if  any). 

5.  Statement  of  Nominal   Capital.     Form  No.  19,  Stamp  Act,  1891,. 

s.  112 ;  Finance  Act,  1899,  s.  7. 

6.  Notice   of  Registered  Office.      Form  No.  4,  Act  of  1862,  ss.  40 

and  41. 

7.  Copy  Register  of  Directors  or  Managers.     Form  No.  9,  Act  of  1900^ 

s.  20. 

8.  Return  of  Allotments,  accompanied  by  Contracts  (if  any).     Form 

No.  45 ;  and,  if  space  insufficient,  continuation  sheets.  No.  45a, 
Act  of  1900,  s.  7. 

9.  Report  to  Members  before  Statutory  Meeting.     Form  No.  46,  Act  of 

1900,  s.  12  (4). 

Note. — Nos.  1,  2,  3,  4,  and  5  should  be  filed  together.  Upon  thi& 
being  done,  the  Registrar  will  issue  the  Certificate  of  Incorporation,  and 
the  Company  will  become  entitled  to  exercise  all  the  functions  of  an 
incorporated  company  (Companies  Act,  1862,  s.  18).  If  the  company  is,  in 
terms  of  the  Act  of  1862,  s.  20,  to  take  the  name  of  an  existing  company, 
the  consent  of  that  company's  liquidator  (Form  No.  14)  must  be  filed  along 
with  the  Memorandum  and  Articles  of  the  new  company. 

2.  Public  Company  Limited  by  Shares 

1.  Consent  to  act  as  Director.     Form  No.  42,  Act  of  1900,  s.  2  (1),  (i). 

2.  Contract   (if  any)   to    take   Qualification   Shares.       Act   of   1900,, 

s.2(l),(ii). 

3.  Prospectus.     Act  of  1900,  s.  9. 

4.  Statutory  Declaration  by  Enrolled  Law  Agent  engaged  in  formation- 

of  company,  or  a  Director  or  Secretary  named  in  the  Articles  of 
Association.     Form  No.  41,  Act  of  1900,  ss.  1  (2)  and  34  (1). 

5.  Memorandum  of  Association. 

6.  Articles  of  Association  (if  any). 

7.  Statement  of  Nominal  Capital.     Form  No.  19,  Stamp  Act,  1891, 

s.  112  ;  Finance  Act,  1899,  s.  7. 

8.  List  of  Persons  who  have  consented  to  act  as  Directors.      Form 

No.  43,  Act  of  1900,  s.  2  (2). 

9.  Notice  of  Registered  Office.      Form  No.  4,  Act  of  1862,  ss.    4a 

and  41. 
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10.  Copy  Register  of  Directors  or  Managers.     Form  No.  9,  Act  of  1900, 

s.  20. 

11.  Declaration  by  Secretary  or  Director.     Form  No.  44,  Act  of  1900, 

s.6(l),(c). 

12.  Return  of  Allotments,  accompanied  by  Contracts  (if  any).     Form 

No.  45  ;  and,  if  space  insufficient,  continuation  sheets,  No.  45a, 
Actof  ]900,  s.  7. 

13.  Report  to  Members  before  Statutory  Meeting.     Form  No.  46,  Act  of 

1900,  s.  12  (4). 

Note. — No.  3  may,  if  desired,  be  filed  before  the  registration  of  the 
Memorandum  and  Articles.  The  Act  of  1900,  s.  2,  provides  that  Nos.  1 
and  2  shall  be  filed  before  the  registration  of  the  Articles  or  the  publica- 
tion of  the  Prospectus,  as  the  cass  may  be.  Nos.  4,  5,  6,  7,  and  8  should 
be  filed  together.  The  filing  of  these,  and  of  Nos.  1  and  2,  will  enable 
the  Registrar  to  issue  the  Certificate  of  Incorporation  ;  but  the  certificate 
that  the  company  is  entitled  to  commence  business  (Companies  Act,  1900, 
s.  6  (2))  will  not  be  issued  until  No.  11  has  been  filed. 

If  the  company  is,  in  terms  of  sec.  20-  of  the  Act  of  1862,  to  take  the 
name  of  an  existing  company,  the  consent  of  that  company's  liquidator 
{Form  No.  14)  must  be  filed  along  with  the  Memorandum  and  Articles  of 
the  new  company. 

3.  Company  Limited  by  Guarantee,  and  not  having  a  Capital 
DIVIDED  into  Shares 

1.  Memorandum  of  Association. 

2.  Articles  of  Association. 

3.  Statutory  Declaration  by  Enrolled  Law  Agent  engaged  in  formation 

of  company,   or  a   Director  or  Secretary  named  in  Articles  of 
Association.     Form  No.  41,  Act  of  1900,  ss.  1  (2)  and  34  (1). 

4.  Notice  of  Registered  Office.     Form  No.  4,  Act  1862,  ss.  40  and 

41. 

5.  Copy  Register  of  Directors  or  Managers.     Form  No.  9,  Act  of  1862, 

s.  45. 

Note. — The  filing  of  Nos.  1,  2,  and  3  will  enable  the  Registrar  to  issue 
the  Certificate  of  Incorporation. 

The  model  articles  contained  in  Table  A  in  the  First  Schedule  of  the 
Act  of  1862,  which  is  applicable  to  all  companies  limited  by  shares  unless 
these  articles  are  specially  excluded  by  the  adoption  of  special  articles,  are 
given  hereunder.  Articles  should  be  indexed  for  ready  reference,  and  when 
printed  should  have  the  Memorandum  of  Association  printed  along  with 
them,  and  be  followed  by  the  Certificate  of  Incorporation,  if  that  has  been 
obtained  in  time  for  the  printing.  An  interpretation  clause  is  also  a 
common  and  useful  feature. 

Form  1,  Table  A  in  First  Sched.  of  1862  Act 
Regulations  for  Management  op  a  Company  Limited  by  Shares 

SHARES 

1.  If  several  persons  are  registered  as  joint-holders  of  any  share,  any  one  of 
such  persons  may  give  effectual  receipts  for  any  dividend  payable  in  respect  of 
such  share. 
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It  is  a  common  practice  to  issue  dividend  warrants  in  name  of  the 
person  first  named  in  the  Register,  but  in  many  companies  all  the  parties 
have  their  names  inserted.     See  Clause  96  as  to  notices  to  joint-holders. 

2.  Every  member  shall,  on  payment  of  one  shilling,  or  such  less  sum  as  the 
Company  in  general  meeting  may  prescribe,  be  entitled  to  a  certificate,  under  the 
coramon  seal  of  the  Company  specifying  the  share  or  shares  held  by  him,  and  the 
amount  paid  up  thereon. 

3.  If  such  certificate  is  worn  out  or  lost,  it  may  be  renewed,  on  payment 
of  one  shilling,  or  such  less  sum  as  the  Company  in  general  meeting  may  pre- 
scribe. 

CALLS   ON   SHARES 

4.  The  Directors  may  from  time  to  time  make  such  calls  upon  the  members  in 
respect  of  all  monies  unpaid  on  their  shares  as  they  think  fit,  provided  that 
twenty-one  days'  notice  at  least  is  given  of  each  call,  and  each  member  shall  be 
liable  to  pay  the  amount  of  calls  so  made  to  the  persons  and  at  the  times  and 
places  appointed  by  the  Directors. 

The  Stock  Exchange  requires  that  the  calls  do  not  exceed  a  specified 
amount  per  share,  and  also  that  a  specified  interval  elapse  between  the 
calls. 

5.  A  call  shall  be  deemed  to  have  been  made  at  the  time  when  the  resolution 
of  the  Directors  authorising  such  call  was  passed. 

6.  If  the  call  payable  in  respect  of  any  share  is  not  paid  before  or  on  the  day 
appointed  for  payment  thereof,  the  holder  for  the  time  being  of  such  share  shall 
be  liable  to  pay  interest  for  the  same  at  the  rate  of  five  pounds  per  cent,  per  annum 
from  the  day  appointed  for  the  payment  thereof  to  the  time  of  the  actual  payment. 

7.  The  Directors  may,  if  they  think  fit,  receive  from  any  member  willing  to 
advance  the  same  all  or  any  part  of  the  monies  due  upon  the  shares  held  by  him 
beyond  the  sums  actually  called  for ;  and  upon  the  monies  so  paid  in  advance,  or 
so  much  thereof  as  from  time  to  time  exceeds  the  amount  of  the  calls  then  made 
upon  the  shares  in  respect  of  which  such  advance  has  been  made,  the  Company 
may  pay  interest  at  such  rate  as  the  member  paying  such  sum  in  advance  and  the 
Directors  agree  upon. 

The  legality  of  this  clause  was  recognised  by  the  House  of  Lords  in 
Loch  V.  Queensland,  c&c,  Go.  (1896),  AC.  461,  and  it  is  advisable  to  adhere 
closely  to  it.  Interest  on  these  advances  takes  priority  of  dividends,  and 
may,  failing  profits,  be  paid  out  of  capital  {Lock's  case).  The  advances 
satisfy  the  shareholder's  liability  {Poole's  case,  9  Ch.  Div.  322),  and  in  a 
winding  up  are  'prima  facie  repayable,  with  interest  to  the  date  of  repay- 
ment, before  any  other  capital  {Wakefield,  c&c,  Co.  (1892),  3  Ch.  165). 

TEANSFERS  OF  SHARES 

8.  The  instrument  of  transfer  of  any  share  in  the  Company  shall  be  executed 
both  by  the  transferor  and  transferee,  and  the  transferor  shall  be  deemed  to 
remain  a  holder  of  such  share  until  the  name  of  the  transferee  is  entered  in  the 
register  book  in  respect  thereof. 

9.  Shares  in  the  Company  shall  be  transferred  in  the  following  form : — 

I,  A.  B.,  of  ,  in  consideration  of  the  sum  of  pounds 

paid  to  me  by  C.  D.,  of  ,  do  hereby  transfer  to  the  said  C.  D.  the 
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share  (or  shares)  numbered  standing  in  my  name  in  the  books  of 

the  Company,  Limited,  to  hold  unto  the  said  0.  D.,  his  executors, 

administrators,  and  assigns,  subject  to  the  several  conditions  on  which  I  held  the 
same  at  the  time  of  the  execution  hereof ;  and  I,  the  said  C.  D.,  do  hereby  agree 
to  take  the  said  share  (or  shares)  subject  to  the  same  conditions.  As  witness  our 
hands,  the  day  of 

10.  The  Company  may  decline  to  register  any  transfer  of  shares  made  by  a 
member  who  is  indebted  to  them. 

Scots  companies  have  (though  English  companies  have  not)  at  common 
law  a  lien  on  the  shares  of  their  members  (Bell's  Tr.,  l-i  R.  246). 

11.  The  transfer  books  shall  be  closed  during  the  fourteen  days  immediately 
preceding  the  ordinary  general  meeting  in  each  year. 

TRANSMISSION    OF    SHAKES 

12.  The  executors  or  administrators  of  a  deceased  member  shall  be  the  only 
persons  recognised  by  the  Company  as  having  any  title  to  his  share. 

It  is  often  further  provided  that  on  the  death  of  a  joint-holder  of 
shares  the  survivors  or  survivor  of  the  joint-holders  shall  alone  be  recog- 
nised as  entitled  to  the  shares.  But  such  a  provision  interferes  with  the 
operation  of  the  common  law  of  Scotland,  and  is  therefore  inadvisable.  In 
Scotland,  if  shares  stand,  for  example,  in  the  joint  names  of  two  persons, 
and  there  is  no  destination  to  the  survivor  (a  destination,  if  existing,  will 
be  given  effect  to),  each  is  proprietor  of  one-half,  and,  on  the  death  of  one, 
his  half  will  pass  to  his  executors  and  not  to  the  survivor.  In  England,  in 
similar  circumstances,  the  whole  shares  would,  p^'i-m a /acie,  on  the  death 
of  one,  pass  to  the  survivor  (Gonnell's  Trs.,  13  R.  1175,  at  pp.  1184-85). 

13.  Any  person  becoming  entitled  to  a  share  in  consequence  of  the  death, 
bankruptcy,  or  insolvency  of  any  member,  or  in  consequence  of  the  marriage  of 
any  female  member,  may  be  registered  as  a  member  upon  such  evidence  being  pro- 
duced as  may  from  time  to  time  be  required  by  the  Company. 

14.  Any  person  who  has  become  entitled  to  a  share  in  consequence  of  the 
death,  bankruptcy,  or  insolvency  of  any  member,  or  in  consequence  of  the 
marriage  of  any  female  member,  may,  instead  of  being  registered  himself,  elect  to 
have  some  person  to  be  named  by  him  registered  as  a  transferee  of  such  share. 

Sec.  80  of  the  Act  of  1862  does  not  apply  to  Scotland,  and  accordingly 
trusts  may  be  entered  on  the  register  of  Scots  companies.  This  earmarks 
the  shares  as  belonging  to  the  trust,  but  does  not  relieve  the  trustees 
from  personal  liability  as  shareholders  {Muirs  Trs.  v.  City  of  Glasgoiu 
Bank,  6  R.  (H.L.)  21).  Under  sec.  24  of  the  1862  Act,  however,  the 
executors  of  a  deceased  member  may,  without  themselves  going  on  the 
register  as  shareholders,  sell  and  transfer  his  shares.  It  is  therefore 
optional  to  executors  or  trustees  either  to  be  registered  as  members  or  to 
refrain  from  being  so  registered  (see  Buchan  v.  City  of  Glasgow  Bank, 
6  R.  (H.L.)  44). 

So  long  as  the  name  of  a  deceased  member  remains  on  the  register,  his 
estate  is  liable  for  calls  (New  Zealand  Gold,  &c..  Go.  (1894),  1  Q.B-  622). 
The  case  is  different  if  the  deceased  member  was  one  of  a  body  of  trustees 
(not  a  sole  trustee),  (Oswald's  Trs.  v.  City  of  Glasgow  Bank,  6  R.  461). 

The  mere  intimation  of  a  minute  of  resignation  by  a  trustee  (not  being 
a  sole  trustee)  entitles  him  to  have  his  name  removed  from  the  register 
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(Dalgleish  v.  Land  Feuing  Co.,  13  R.  223).  In  Bell  v.  City  of  Glasgow 
Bank,  C  R.  (H.L.)  55,  it  was  held  that  the  intimation  of  a  deed  of  assump- 
tion entitled  the  bank  to  enter  the  assumed  trustees  on  the  register.  In 
practice,  however,  it  is  usual  to  require  a  transfer  before  registering  the 
assumed  trustees. 

A  curator  bonis,  upon  intimating  the  act  and  warrant  of  his  appoint- 
ment, is  entitled  to  sell  the  shares  of  his  ward,  and  to  draw  dividends 
thereon  {M'Lea,n  v.  City  of  Glasgow  Bank,  6  R.  671). 

A  Scots  company  is  not  bound  to  recognise  the  title  of  a  trustee  in 
bankruptcy  to  shares  on  which  they  have  a  lien  {Bell's  Trs.,  14  R.  246). 
In  England  a  company  is  in  a  less  favourable  position  (see  Key  <Ss  Son, 
Ltd.  (1902),  18  T.L.R.  263).  Under  the  Bankruptcy  (Scotland)  Act  of 
1856,  s.  103,  a  trustee  may  sell  the  bankrupt's  shares  and  compel  the 
bankrupt  to  concur  in  the  transfer  if  so  required  by  the  company  (see 
Myles  v.  City  of  Glasgow  Bank,  6  R.  at  p.  726). 

15.  The  person  so  becoming  entitled  shall  testify  such  election  by  executing 
to  his  nominee  an  instrument  of  transfer  of  such  share. 

16.  The  instrument  of  transfer  shall  be  presented  to  the  Company,  accompanied 
with  such  evidence  as  the  Directors  may  require  to  prove  the  title  of  the  transferor, 
and  thereupon  the  Company  shall  register  the  transferee  as  a  member. 

FORFEITURE   OP   SHARES 

17.  If  any  member  fails  to  pay  any  call  on  the  day  appointed  for  payment 
thereof,  the  Directors  may,  at  any  time  thereafter  during  such  time  as  the  call 
remains  unpaid,  serve  a  notice  on  him,  requiring  him  to  pay  such  call,  together 
with  interest  and  any  expenses  that  may  have  accrued  by  reason  of  such  non- 
payment. 

18.  The  notice  shall  name  a  further  day,  on  or  before  which  such  call,  and  all 
interest  and  expenses  that  have  accrued  by  reason  of  such  non-payment,  are  to  be 
paid.  It  shall  also  name  the  place  where  payment  is  to  be  made  (the  place  so 
named  being  either  the  registered  office  of  the  Company  or  some  other  place  at 
which  calls  of  the  Company  are  usually  made  payable).  The  notice  shall  also  state 
that  in  the  event  of  non-payment  at  or  before  the  time  and  at  the  place  appointed, 
the  shares  in  respect  of  which  such  call  was  made  will  be  liable  to  be  forfeited. 

19.  If  the  requisitions  of  any  such  notice  as  aforesaid  are  not  complied  with, 
any  share  in  respect  of  which  such  notice  has  been  given  may  at  any  time  there- 
after, before  payment  of  all  calls,  interest,  and  expenses  due  in  respect  thereof 
has  been  made,  be  forfeited  by  a  resolution  of  the  Directors  to  that  effect. 

20.  Any  share  so  forfeited  shall  be  deemed  to  be  the  property  of  the  Company, 
and  may  be  disposed  of  in  such  manner  as  the  Company  in  general  meeting  thinks 
fit. 

21.  Any  member  whose  shares  have  been  forfeited  shall,  notwithstanding,  be 
liable  to  pay  to  the  Company  all  calls  owing  upon  such  shares  at  the  time  of 
the  forfeiture. 

22.  A  statutory  declaration  in  writing,  that  the  call  in  respect  of  a  share  was 
made  and  notice  thereof  given,  and  that  default  in  payment  of  the  call  was  made, 
and  that  the  forfeiture  of  the  share  was  made  by  a  resolution  of  the  Directors  to 
that  effect,  shall  be  sufficient  evidence  of  the  facts  therein  stated,  as  against  all 
persons  entitled  to  such  share,  and  such  declaration  and  the  receipt  of  the  Com- 
pany ior  the  price  of  such  share  shall  constitute  a  good  title  to  such  share,  and  a 


ARTICLES    OF    ASSOCIATION  41 

certificate  of  proprietorship  shall  be  delivered  to  a  purchaser,  and  thereupon  he 
shall  be  deemed  the  holder  of  such  share  discharged  from  all  calls  due  prior  to 
fiuch  purchase,  and  he  shall  not  be  bound  to  see  to  the  application  of  the  purchase 
money,  nor  shall  his  title  to  such  share  be  affected  by  any  irregularity  in  the  pro- 
ceedings in  reference  to  such  sale. 

CONVERSION    OP   SHARES   INTO    STOCK 

23.  The  Directors  may,  with  the  sanction  of  the  Company  previously  given  in 
general  meeting,  convert  any  paid-up  shares  into  stock. 

24.  When  any  shares  have  been  converted  into  stock,  the  several  holders  of 
such  stock  may  thenceforth  transfer  their  respective  interests  therein,  or  any  part 
of  such  interests,  in  the  same  manner  and  subject  to  the  same  regulations  as  and 
subject  to  which  any  shares  in  the  capital  of  the  Company  may  be  transferred,  or 
as  near  thereto  as  circumstances  admit. 

25.  The  several  holders  of  stock  shall  be  entitled  to  participate  in  the  divi- 
dends and  profits  of  the  Company  according  to  the  amount  of  their  respective 
interests  in  such  stock ;  and  such  interests  shall,  in  proportion  to  the  amount 
thereof,  confer  on  the  holders  thereof  respectively  the  same  privileges  and  advan- 
tages for  the  purpose  of  voting  at  meetings  of  the  Company,  and  for  other  pur- 
poses, as  would  have  been  conferred  by  shares  of  equal  amount  in  the  capital  of 
the  Company ;  but  so  that  none  of  such  privileges  or  advantages,  except  the  par- 
ticipation in  the  dividends  and  profits  of  the  Company,  shall  be  conferred  by  any 
such  aliquot  part  of  consolidated  stock  as  would  not,  if  existing  in  shares,  have 
conferred  such  privileges  or  advantages. 

INCREASE    IN    CAPITAL 

26.  The  Directors  may,  with  the  sanction  of  a  special  resolution  of  the  Com- 
pany previously  given  in  general  meeting,  increase  its  capital  by  the  issue  of  new 
shares,  such  aggregate  increase  to  be  of  such  amount,  and  to  be  divided  into  shares 
of  such  respective  amounts,  as  the  Company  in  general  meeting  direct,  or,  if  no 
direction  is  given,  as  the  Directors  think  expedient. 

27.  Subject  to  any  direction  to  the  contrary  that  may  be  given  by  the  meeting 
that  sanctions  the  increase  of  capital,  all  new  shares  shall  be  offered  to  the  members 
in  proportion  to  the  existing  shares  held  by  them,  and  such  offer  shall  be  made 
by  notice  specifying  the  number  of  shares  to  which  the  member  is  entitled,  and 
limiting  a  time  within  which  the  offer,  if  not  accepted,  will  be  deemed  to  be 
declined,  and  after  the  expiration  of  such  time,  or  on  the  receipt  of  an  intimation 
from  the  member  to  whom  such  notice  is  given,  that  he  declines  to  accept  the 
shares  offered,  the  Directors  may  dispose  of  the  same  in  such  manner  as  they  think 
most  beneficial  to  the  Company. 

28.  Any  capital  raised  by  the  creation  of  new  shares  shall  be  considered  as 
part  of  the  original  capital,  and  shall  be  subject  to  the  same  provisions  with  refer- 
ence to  the  payment  of  calls,  and  the  forfeiture  of  shares  on  non-payment  of  calls, 
or  otherwise,  as  if  it  had  been  part  of  the  original  capital. 

^  GENERAL   MEETINGS 

^  29.  The  first  general  meeting  shall  be  held  at  such  time,  not  being  more  than 
six  months  after  the  registration  of  the  Company,  and  at  such  place  as  the  Directors 
may  determine. 
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See  Companies  Act,  1900,  s.  12  (1),  which  now  fixes  the  time  within 
which  the  first  meeting  of  the  company  must  be  held.  This  meeting 
satisfies  the  requirements  of  the  law  as  to  the  first  year,  and  thereafter  a 
meeting  must  be  held  at  least  once  in  every  calendar  year. 

30.  Subsequent  general  meetings  shall  be  held  at  such  time  and  place  as  may 
be  prescribed  by  the  Company  in  general  meeting  ;  and  if  no  other  time  or  place 
is  prescribed,  a  general  meeting  shall  be  held  on  the  first  Monday  in  February  in 
every  year,  at  such  place  as  may  be  determined  by  the  Directors. 

Every  company  under  the  Acts  must  hold  a  general  meeting  once  at 
least  in  every  year,  and  that  whether  the  company's  business  is  being 
carried  on  or  the  company  is  in  liquidation  (see  Companies  Act,  1862, 
8.  139). 

31.  The  above-mentioned  general  meetings  shall  be  called  ordinary  meetings; 
all  other  general  meetings  shall  be  called  extraordinary. 

32.  The  Directors  may,  whenever  they  think  fit,  and  they  shall  upon  a 
requisition  made  in  writing  by  not  less  than  one-fifth  in  number  of  the  members 
of  the  Company,  convene  an  extraordinary  general  meeting. 

This  clause  is  now  overruled  by  Companies  Act,  1900,  s.  13. 

33.  Any  requisition  made  by  the  members  shall  express  the  object  of  the 
meeting  proposed  to  be  called,  and  shall  be  left  at  the  registered  office  of  the 
Company. 

34.  Upon  the  receipt  of  such  requisition  the  Directors  shall  forthwith  proceed 
to  convene  an  extraordinary  general  meeting.  If  they  do  not  proceed  to  convene 
the  same  within  twenty-one  days  from  the  date  of  the  requisition,  the  requisi- 
tionists,  or  any  other  members  amounting  to  the  required  number,  may  themselves 
convene  an  extraordinary  general  meeting. 

See  Companies  Act,  1900,  s.  13,  as  to  the  shareholders  who  may  have 
meeting  convened,  and  the  contents  of  the  requisition. 

PROCEEDINGS   AT   GENERAL   MEETINGS 

35.  Seven  days'  notice  at  the  least,  specifying  the  place,  the  day,  and  the  hour 
of  meeting,  and  in  case  of  special  business,  the  general  nature  of  such  business, 
shall  be  given  to  the  members  in  manner  hereinafter  mentioned,  or  in  such  other 
manner,  if  any,  as  may  be  prescribed  by  the  Company  in  general  meeting ;  but  the 
non-receipt  of  such  notice  by  any  member  shall  not  invalidate  the  proceedings  at 
any  general  meeting. 

Seven  clear  days  must  intervene  between  the  issue  of  the  notice  and 
the  date  of  the  meeting. 

36.  All  business  shall  be  deemed  special  that  is  transacted  at  an  extraordinary 
meeting,  and  all  that  is  transacted  at  an  ordinary  meeting,  with  the  exception  of 
sanctioning  a  dividend,  and  the  consideration  of  the  accounts,  balance  sheets,  and 
the  ordinary  report  of  the  Directors. 

37.  No  business  shall  be  transacted  at  any  general  meeting,  except  the 
declaration  of  a  dividend,  unless  a  quorum  of  members  is  present  at  the  time 
when  the  meeting  proceeds  to  business,  and  such  quorum  shall  be  ascertained  as 
follows : — That  is  to  say,  if  the  persons  who  have  taken  shares  in  the  Company  at 
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the  time  of  the  meeting  do  not  exceed  ten  in  number,  the  quorum  shall  be  five ; 
if  they  exceed  ten,  there  shall  be  added  to  the  above  quorum  one  for  every  five 
additional  members  up  to  fifty,  and  one  for  every  ten  additional  members  after 
fifty,  with  this  limitation,  that  no  quorum  shall  in  any  case  exceed  twenty. 

38.  If  within  one  hour  from  the  time  appointed  for  the  meeting  a  quorum  is 
not  present,  the  meeting,  if  convened  upon  the  requisition  of  members,  shall  be 
dissolved.  In  any  other  case  it  shall  stand  adjourned  to  the  same  day  in  the  next 
week,  at  the  same  time  and  place,  and  if  at  such  adjourned  meeting  a  quorum  is 
not  present,  it  shall  be  adjourned  sine  die. 

39.  The  Chairman  (if  any)  of  the  Board  of  Directors  shall  preside  as  Chairman 
at  every  general  meeting  of  the  Company. 

40.  If  there  is  no  such  Chairman,  or  if  at  any  meeting  he  is  not  present  within 
fifteen  minutes  after  the  time  appointed  for  holding  the  meeting,  the  members 
present  shall  choose  some  one  of  their  number  to  be  Chairman. 

41.  The  Chairman  may,  with  the  consent  of  the  meeting,  adjourn  any  meeting 
from  time  to  time  and  from  place  to  place,  but  no  business  shall  be  transacted  at 
any  adjourned  meeting  other  than  the  business  left  unfinished  at  the  meeting  from 
which  the  adjournment  took  place. 

42.  At  any  general  meeting,  unless  a  poll  is  demanded  by  at  least  five 
members,  a  declaration  by  the  Chairman  that  a  resolution  has  been  carried,  and 
an  entry  to  that  effect  in  the  book  of  proceedings  of  the  Company,  shall  be 
sufficient  evidence  of  the  fact,  without  proof  of  the  number  or  proportion  of  the 
votes  recorded  in  favour  of  or  against  such  resolution. 

Taking  a  show  of  hands  is  the  common  method  of  voting,  every 
member  present  having  one  vote  only.     Proxies  are  not  counted. 

43.  If  a  poll  is  demanded  by  five  or  more  members  it  shall  be  taken  in  such 
manner  as  the  Chairman  directs,  and  the  result  of  such  poll  shall  be  deemed  to  be 
the  resolution  of  the  Company  in  general  meeting.  In  the  case  of  an  equality  of 
votes  at  any  general  meeting  the  Chairman  shall  be  entitled  to  a  second  or  casting 
vote. 

VOTES   OP   MEMBERS 

44.  Every  member  shall  have  one  vote  for  every  share  up  to  ten.  He  shall 
have  an  additional  vote  for  every  five  shares  beyond  the  first  ten  shares  up  to  one 
hundred,  and  an  additional  vote  for  every  ten  shares  beyond  the  first  hundred 
shares. 

45.  If  any  member  is  a  lunatic  or  idiot  he  may  vote  by  his  committee,  curator 
bonis,  or  other  legal  curator. 

46.  If  one  [two]  or  more  persons  are  jointly  entitled  to  a  share  or  shares,  the 
member  whose  name  stands  first  in  the  register  of  members  as  one  of  the  holders 
of  such  share  or  shares,  and  no  other,  shall  be  entitled  to  vote  in  respect  of  the 
same. 

47.  No  member  shall  be  entitled  to  vote  at  any  general  meeting  unless  all 
calls  due  from  him  have  been  paid,  and  no  member  shall  be  entitled  to  vote  in 
respect  of  any  share  that  he  has  acquired  by  transfer  at  any  meeting  held  after 
the  expiration  of  three  months  from  the  registration  of  the  company,  unless  he  has 
been  possessed  of  the  share,  in  respect  of  which  he  claims  to  vote,  for  at  least 
three  months  previously  to  the  time  of  holding  the  meeting  at  which  he  proposes 
to  vote. 

48.  Votes  may  be  given  either  personally  or  by  proxy. 
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A  proxy's  vote  is  not  counted  on  a  show  of  hands  unless  he  is  a  non- 
member  and  the  articles  allow  such  a  person  to  be  a  proxy  (Loma  Gold 
Mines  (1897),  1  Ch.  1). 

49.  The  instrument  appointing  a  proxy  shall  be  in  writing,  under  the  hand  of 
the  appointor,  or  if  such  appointor  is  a  corporation,  under  their  common  seal,  and 
shall  be  attested  by  one  or  more  witness  or  witnesses.  No  person  shall  be 
appointed  a  proxy  who  is  not  a  member  of  the  Company. 

It  is  now  a  common  practice  to  provide  that  proxies  need  not  be 
attested;  and  it  is  frequently  advisable  to  add  to  the  foregoing  article, 
"  except  when  a  corporation,  being  a  member  of  the  company,  may  appoint 
one  of  its  officers  whether  or  not  he  be  a  member  of  the  company." 

50.  The  instrument  appointing  a  proxy  shall  be  deposited  at  the  registered 
office  of  the  Company  not  less  than  seventy-two  hours  before  the  time  for  holding 
the  meeting  at  which  the  person  named  in  such  instrument  proposes  to  vote,  but 
no  instrument  appointing  a  proxy  shall  be  valid  after  the  expiration  of  twelve 
months  from  the  date  of  its  execution. 

51.  Any  instrument  appointing  a  proxy  shall  be  in  the  following  form : — 

Company,  Limited. 
I,  of  ,  in  the  county  of  ,  being  a 

member  of  the  Company,  Limited,  and  entitled  to 

vote  or  votes,  hereby  appoint  ,  of  , 

as  my  proxy,  to  vote  for  me  and  on  my  behalf  at  the  (ordinary  or  extra- 
ordinary, as  the  case  may  be)  general  meeting  of  the  Company,  to  be  held 
on  the  day  of  ,  and  at  any  adjournment  thereof  (or 

at  any  meeting  of  the  Company  that  may  be  held  in  the  year  ). 

As  witness  my  hand,  this  day  of 

Signed  by  the  said  ,  in  the  presence 

of 

This  form  has  the  alternative  (after  the  words  "adjournment  thereof") 
'■'  or  at  any  meeting  of  the  company  that  may  be  held  in  the  year  .  .  ." ;  but 
the  insertion  of  such  a  clause  renders  the  proxy  liable  to  a  stamp  duty  of ' 
10s.     The  Id.  stamp  only  covers  one  specified  meeting  "or  any  adjourn- 
ment thereof"  (Stamp  Act,  1891,  s.  80). 

DIRECTORS 

52.  The  number  of  Directors,  and  the  names  of  the  first  Directors,  shall  be 
determined  by  the  subscribers  of  the  Memorandum  of  Association. 

53.  Until  Directors  are  appointed,  the  subscribers  of  the  Memorandum  of 
Association  shall  be  deemed  to  be  Directors. 

54.  The  future  remuneration  of  the  Directors,  and  their  remuneration  for 
services  performed  previously  to  the  first  general  meeting,  shall  be  determined 
by  the  Company  in  general  meeting. 

See  Companies  Act,  1900,  ss.  2  and  10  (B)  and  (C). 

POWERS   OP    DIRECTORS 

55.  The  business  of  the  Company  shall  be  managed  by  the  Directors,  who  may 
pay  all  expenses  incurred  in  getting  up  and  registering  the  Company,  and  may 
exercise  all  such  powers  of  the  Company  as  are  not  by  the  foregoing  Act,  or  by 
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these  articles,  required  to  be  exercised  by  the  Company  in  general  meeting,  subject 
nevertheless  to  any  regulations  of  these  articles,  to  the  provisions  of  the  fore- 
going Act,  and  to  such  regulations,  being  not  inconsistent  with  the  aforesaid 
regulations  or  provisions,  as  may  be  prescribed  by  the  Company  in  general  meeting  ; 
but  no  regulation  made  by  the  Company  in  general  meeting  shall  invalidate  any 
prior  act  of  the  Directors  which  would  have  been  valid  if  such  regulation  had  not 
been  made. 

As  to  the  directors'  discharge  of  their  duties,  see  the  Lord  Chancellor's 
dictum  in  Dovey  v.  Gory  (1901),  A.C.  25. 

56.  The  continuing  Directors  may  act  notwithstanding  any  vacancy  in  their 
body. 

DISQUALIFICATION    OF   DIRECTOBS 

57.  The  office  of  Director  shall  be  vacated — 

If  he  holds  any  other  office  or  place  of  profit  under  the  Company : 
If  he  becomes  bankrupt  or  insolvent : 

If  he  is  concerned  in  or  participates  in  the  profits  of  any  contract  with 
the  Company. 
But  the  above  rules  shall  be  subject  to  the  following  exceptions : — That  no 
Director  shall  vacate  his  office  by  reason  of  his  being  a  member  of  any  Company 
which  has  entered  into  contracts  with  or  done  any  work  for  the  Company  of 
which  he  is  Director ;  nevertheless,  he  shall  not  vote  in  respect  of  such  contract 
or  work  j  and  if  he  does  so  vote  his  vote  shall  not  be  counted. 

ROTATION   OF   DIRECTORS 

58.  At  the  first  ordinary  meeting  after  the  registration  of  the  Company  the 
whole  of  the  Directors  shall  retire  from  office ;  and  at  the  first  ordinary  meeting 
in  every  subsequent  year  one-third  of  the  Directors  for  the  time  being,  or  if  their 
number  is  not  a  multiple  of  three,  then  the  number  nearest  to  one-third  shall 
retire  from  office. 

59.  The  one-third  or  other  nearest  number  to  retire  during  the  first  and 
second  years  ensuing  the  first  ordinary  meeting  of  the  Company  shall,  unless  the 
Directors  agree  among  themselves,  be  determined  by  ballot.  In  every  subsequent 
year  the  one-third  or  other  nearest  number  who  have  been  longest  in  office  shall 
retire. 

60.  A  retiring  Director  shall  be  re-eligible. 

61.  The  Company  at  the  general  meeting  at  which  any  Directors  retire  in 
manner  aforesaid  shall  fill  up  the  vacated  offices  by  electing  a  like  number  of 
persons. 

62.  If  at  any  meeting  at  which  an  election  of  Directors  ought  to  take  place 
the  places  of  the  vacating  Directors  are  not  filled  up,  the  meeting  shall  stand 
adjourned  till  the  same  day  in  the  next  week,  at  the  same  time  and  place  j  and 
if  at  such  adjourned  meeting  the  places  of  the  vacating  Directors  are  not  filled  up, 
the  vacating  Directors,  or  such  of  them  as  have  not  had  their  places  filled  up, 
shall  continue  in  office  until  the  ordinary  meeting  in  the  next  year,  and  so  on 
from  time  to  time  until  their  places  are  filled  up. 

63.  The  Company  may  from  time  to  time,  in  general  meeting,  increase  or 
reduce  the  number  of  Directors,  and  may  also  determine  in  what  rotation  such 
increased  or  reduced  number  is  to  go  out  of  office. 
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64.  Any  casual  vacancy  occurring  in  the  Board  of  Directors  may  be  filled  up 
by  the  Directors,  but  any  person  so  chosen  shall  retain  his  office  so  long 
only  as  the  vacating  Director  would  have  retained  the  same  if  no  vacancy  had 
occurred. 

C5.  The  Company,  in  general  meeting,  may,  by  a  special  resolution,  remove 
any  Director  before  the  expiration  of  his  period  of  office,  and  may  by  an  ordinary 
resolution  appoint  another  person  in  his  stead.  The  person  so  appointed  shall 
hold  office  during  such  time  only  as  the  Director  in  whose  place  he  is  appointed 
would  have  held  the  same  if  he  had  not  been  removed. 

PROCEEDINGS    OF   DIRECTORS 

66.  The  Directors  may  meet  together  for  the  despatch  of  business,  adjourn, 
and  otherwise  regulate  their  meetings  as  they  think  fit,  and  determine  the  quorum 
necessary  for  the  transaction  of  business.  Questions  arising  at  any  meeting  shall 
be  decided  by  a  majority  of  votes.  In  case  of  an  equality  of  votes  the  Chairman 
shall  have  a  second  or  casting  vote.  A  Director  may  at  any  time  summon  a 
meeting  of  the  Directors. 

67.  The  Directors  may  elect  a  Chairman  of  their  meetings,  and  determine  the 
period  for  which  he  is  to  hold  office ;  but  if  no  such  Chairman  is  elected,  or  if  at 
any  meeting  the  Chairman  is  not  present  at  the  .time  appointed  for  holding  the 
same,  the  Directors  present  shall  choose  some  one  of  their  number  to  be  Chairman 
of  such  meeting. 

68.  The  Directors  may  delegate  any  of  their  powers  to  committees  consisting  of 
such  member  or  members  of  their  body  as  they  think  fit;  any  committee  so 
formed  shall,  in  the  exercise  of  the  powers  so  delegated,  conform  to  any  regula- 
tions that  may  be  imposed  on  them  by  the  Directors. 

69.  A  committee  may  elect  a  Chairman  of  their  meetings.  If  no  such  Chair- 
man is  elected,  or  if  he  is  not  present  at  the  time  appointed  for  holding  the  same, 
the  members  present  shall  choose  one  of  their  number  to  be  Chairman  of  such 
meeting. 

70.  A  committee  may  meet  and  adjourn  as  they  think  proper.  Questions 
arising  at  any  meeting  shall  be  determined  by  a  majority  of  votes  of  the  members 
present ;  and  in  case  of  an  equality  of  votes  the  Chairman  shall  have  a  second  or 
casting  vote. 

71.  All  acts  done  by  any  meeting  of  the  Directors,  or  of  a  Committee  of 
Directors,  or  by  any  person  acting  as  a  Director,  shall,  notwithstanding  that  it  be 
afterwards  discovered  that  there  was  some  defect  in  the  appointment  of  any  such 
Directors  or  persons  acting  as  aforesaid,  or  that  they  or  any  of  them  were  disquali- 
fied, be  as  valid  as  if  every  such  person  had  been  duly  appointed  and  was  qualified 
to  be  a  Director. 

DIVIDENDS 

72.  The  Directors  may,  with  the  sanction  of  the  Company  in  general  meeting, 
declare  a  dividend  to  be  paid  to  the  members  in  proportion  to  their  shares. 

This  article  provides  for  division  of  profits  according  to  the  number  of 
shares  held,  not  to  the  amount  paid  up  on  such  shares.  Careful  considera- 
tion must  be  given  to  this  point,  especially  in  view  of  Art.  7,  which  provides 
for  interest  being  paid  on  advances  to  the  company  of  sums  not  yet  called 
up.  "  In  proportion  to  their  shares,"  means  in  proportion  to  the  nominal 
amount  of  the  shares  (see  Oakbank  Oil  Co.,  10  K  (H.L.)  11).    A  more 


ARTICLES    OF   ASSOCIATION  47 


I 

'^R[uitable  provision  appears  to  be  an  allocation  in  proportion  to  the  amount 
paid  up  on  the  shares  held,  provided  that,  where  interest  is  paid  on  money 
received  by  the  company  in  advance  of  calls  under  Art.  7,  such  money  shall 
not  carry  dividends  while  earning  such  interest.  See  Appropkiation  of 
Profits,  ante. 

73.  No  dividend  shall  be  payable  except  out  of  the  profits  arising  from  the 
business  of  the  Company. 

74.  The  Directors  may,  before  recommending  any  dividend,  set  aside  out  of 
the  profits  of  the  Company  such  sum  as  they  think  proper  as  a  reserve  fund  to 
meet  contingencies^  or  for  equalising  dividends,  or  for  repairing  or  maintaining  the 
works  connected  with  the  business  of  the  Company,  or  any  part  thereof;  and  the 
Directors  may  invest  the  sum  so  set  apart  as  a  reserve  fund  upon  such  securities  as 
they  may  select. 

See  Appropriation  of  Profits,  ante. 

75.  The  Directors  may  deduct  from  the  dividends  payable  to  any  member  all 
such  sums  of  money  as  may  be  due  from  him  to  the  Company  on  account  of  calls 
or  otherwise. 

76.  Notice  of  any  dividend  that  may  have  been  declared  shall  be  given  to 
each  member  in  manner  hereinafter  mentioned ;  and  all  dividends  unclaimed  for 
three  years,  after  having  been  declared,  may  be  forfeited  by  the  Directors  for  the 
benefit  of  the  Company. 

77.  No  dividend  shall  bear  interest  as  against  the  Company. 

ACCOUNTS 

78.  The  Directors  shall  cause  true  accounts  to  be  kept — 

Of  the  stock-in-trade  of  the  Company ; 

Of  the  sums  of  money  received  and  expended  by  the  Company,  and  the 
matter  in  respect  of  which  such  receipt  and  expenditure  takes  place ; 
and 
Of  the  credits  and  liabilities  of  the  Company. 
The  books  of  accounts  shall  be  kept  at  the  registered  office  of  the  Company, 
and,  subject  to  any  reasonable  restrictions  as  to  the  time  and  manner  of  inspecting 
the  same  that  may  be  imposed  by  the  Company  in  general  meeting,  shall  be  open 
to  the  inspection  of  the  members  during  the  hours  of  business. 

The  phrase  "  stock-in-trade  "  in  this  clause  obviously  means  the  whole 
assets,  as  the  accounts  are  to  embrace  also  the  "  credits  and  liabilities." 

79.  Once  at  the  least  in  every  year  the  Directors  shall  lay  before  the  Company 
in  general  meeting  a  statement  of  the  income  and  expenditure  for  the  past  year, 
made  up  to  a  date  not  more  than  three  months  before  such  meeting. 

80.  The  statement  so  made  shall  show,  arranged  under  the  most  convenient 
heads,  the  amount  of  gross  income,  distinguishing  the  several  sources  from  which 
it  has  been  derived,  and  the  amount  of  gross  expenditure,  distinguishing  the 
expense  of  the  establishment,  salaries,  and  other  like  matters.  Every  item  of 
expenditure  fairly  chargeable  against  the  year's  income  shall  be  brought  into 
account,  so  that  a  just  balance  of  profit  and  loss  may  be  laid  before  the  meeting  • 
and  in  cases  where  any  item  of  expenditure  which  may  in  fairness  be  distributed 
over  several  years,  has  been  incurred  in  any  one  year,  the  whole  amount  of  such 
item  shall  be  stated,  with  the  addition  of  the  reasons  why  only  a  portion  of  such 
expenditure  is  charged  against  the  income  of  the  year. 
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81.  A  balance  sheet  shall  be  made  out  in  every  year,  and  laid  before  the 
Company  in  general  meeting,  and  such  balance  sheet  shall  contain  a  summary  of 
the  property  and  liabilities  of  the  Company  arranged  under  the  heads  appear- 
ing in  the  form  annexed  to  this  table,  or  as  near  thereto  as  circumstances  admit.    \ 

The  form  referred  to  in  this  clause  is  the  form  of  balance  sheet  pre- 
scribed.   See  Revenue  Accounts  and  Balance  Sheets. 

82.  A  printed  copy  of  such  balance  sheet  shall,  seven  days  previously  to  such 
meeting,  be  served  on  every  member  in  the  manner  in  which  notices  are  herein- 
after directed  to  be  served. 

AUDIT 

The  provisions  as  to  audit  are  now  laid  down  by  the  Companies 
Act,  1900,  ss.  21  to  23,  and,  in  so  far  as  the  articles  are  inconsistent 
with  these  provisions,  they  will,  of  course,  be  overruled  by  the  Act.  See 
Alternative  Articles  re  Audit,  infra. 

83.  Once  at  the  least  in  every  year  the  accounts  of  the  Company  shall  be 
examined,  and  the  correctness  of  the  balance  sheet  ascertained  by  one  or  more 
auditor  or  auditors. 

84.  The  first  auditors  shall  be  appointed  by  the  Directors;  subsequent 
auditors  shall  be  appointed  by  the  Company  in  general  meeting. 

85.  If  one  auditor  only  is  appointed,  all  the  provisions  herein  contained 
relating  to  auditors  shall  apply  to  him. 

86.  The  auditors  may  be  members  of  the  Company ;  but  no  person  is  eligible 
as  an  auditor  who  is  interested  otherwise  than  as  a  member  in  any  transaction 
of  the  Company ;  and  no  Director  or  other  ofiicer  of  the  Company  is  eligible 
during  his  continuance  in  office. 

87.  The  election  of  auditors  shall  be  made  by  the  Company  at  their  ordinary 
meeting  in  each  year. 

88.  The  remuneration  of  the  first  auditors  shall  be  fixed  by  the  Directors ; 
that  of  subsequent  auditors  shall  be  fixed  by  the  Company  in  general  meeting. 

89.  Any  auditor  shall  be  re-eligible  on  his  quitting  office. 

90.  If  any  casual  vacancy  occurs  in  the  office  of  any  auditor  appointed  by  the 
Company,  the  Directors  shall  forthwith  call  an  extraordinary  general  meeting  for 
the  purpose  of  supplying  the  same. 

91.  If  no  election  of  auditors  is  made  in  manner  aforesaid,  the  Board  of  Trade 
may,  on  the  application  of  not  less  than  five  members  of  the  Company,  appoint 
an  auditor  for  the  current  year,  and  fix  the  remuneration  to  be  paid  to  him  by 
the  Company  for  his  services. 

92.  Every  auditor  shall  be  supplied  with  a  copy  of  the  balance  sheet,  and 
it  shall  be  his  duty  to  examine  the  same,  with  the  accounts  and  vouchers  relating 
thereto. 

93.  Every  auditor  shall  have  a  list  delivered  to  him  of  all  books  kept  by  the 
Company,  and  shall  at  all  reasonable  times  have  access  to  the  books  and  accounts 
of  the  Company.  He  may,  at  the  expense  of  the  Company,  employ  accountants 
or  other  persons  to  assist  him  in  investigating  such  accounts,  and  he  may, 
in  relation  to  such  accounts,  examine  the  Directors  or  any  other  officer  of  the 
Company. 

94.  The  auditors  shall  make  a  report  to  the  members  upon  the  balance  sheet 
and   accounts,    and   in    every    such   report   they  shall   state   whether,  in  their 
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inion,  the  balance  sheet  is  a  full  and  fair  balance  sheet,  containing  the 
particulars  required  by  these  regulations,  and  properly  drawn  up  so  as  to  exhibit 
a  true  and  correct  view  of  the  state  of  the  Company's  affairs,  and  in  case  they 
have  called  for  explanations  or  information  from  the  Directors,  whether  such 
explanations  or  information  have  been  given  by  the  Directors,  and  whether  they 
have  been  satisfactory ;  and  such  report  shall  be  read,  together  with  the  report  of 
the  Directors,  at  the  ordinary  meeting. 

NOTICES 

95.  A  notice  may  be  served  by  the  Company  upon  any  member  either 
personally,  or  by  sending  it  through  the  post  in  a  prepaid  letter  addressed  to 
such  member  at  his  registered  place  of  abode. 

There  is  no  need  to  send  notices  addressed  to  a  deceased  member,  nor 
to  his  representatives  unless  they  have  been  properly  put  on  the  register 
(Allen  V.  Gold  Reefs  of  West  Africa  (1900),  1  Ch.  656). 

96.  All  notices  directed  to  be  given  to  the  members  shall,  with  respect  to  any 
share  to  which  persons  are  jointly  entitled,  be  given  to  whichever  of  such  persons 
is  named  first  in  the  register  of  members;  and  notice  so  given  shall  be  sufficient 
notice  to  all  the  holders  of  such  share. 

97.  Any  notice,  if  served  by  post,  shall  be  deemed  to  have  been  served  at  the 
time  when  the  letter  containing  the  same  would  be  delivered  in  the  ordinary 
course  of  the  post;  and  in  proving  such  service  it  shall  be  sufficient  to  prove 
that  the  letter  containing  the  notice  was  properly  addressed  and  put  into  the  post- 
office. 

{End  of  Table  A.) 

While  Table  A  applies  to  all  companies  so  far  as  it  is  not  specifically 
modified  or  excluded,  there  are  certain  of  its  provisions  which  have  now 
been  superseded  by  later  statutes,  notably  the  audit  provisions  which  are 
now  regulated  by  the  Act  of  1900. 

The  article  partly  adopting  Table  A  may  be  in  the  following  form  : — 

Subject  as  herein  provided,  the  regulations  contained  in  the  Table  marked  A 
in  the  First  Schedule  of  the  Companies  Act,  1862,  shall  apply  to  this  Company. 

Form  2,  Alternative  Audit  Provisions 

AUDIT 

The  following  articles  might  be  adopted  in  place  of  articles  83  to  94  of 
Table  A  :— 

83.  The  accounts  of  the  Company  shall  be  examined  in  each  year,  and  the 
correctness  of  the  balance  sheet  ascertained  by  an  auditor  or  auditors. 

84.  An  auditor  need  not  be  a  member  of  the  Company.  No  Director  or  other 
officer  of  the  Company,  or  partner  of  such  Director  or  officer,  shall  be  eligible  as  an 
auditor.     A  firm  of  accountants  may  be  an  auditor. 

85.  The  first  auditor  shall  be  appointed  by  the  Board,  and  shall  act  until  the 
annual  general  meeting  in  the  year  19  ,  unless  previously  removed  by  a  resolu- 
tion of  the  members  in  general  meeting,  in  which  case  the  members  at  such 
meeting  may  appoint  an  auditor  or  auditors.  Subsequent  auditors  shall  be 
appointed  by  the  Company  in  general  meeting,  the  election  of  auditors  being 
made  at  the  annual  general  meeting  in  each  year. 
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86.  Any  auditor  shall,  on  quitting  office,  be  eligible  for  immediate  re-election. 

87.  If  an  appointment  of  an  auditor  is  not  made  at  an  annual  general  meeting, 
the  Board  of  Trade  may,  on  the  application  of  any  member,  appoint  an  auditor 
for  the  current  year,  and  fix  the  remuneration  to  be  paid  to  him  by  the  Company 
for  his  services. 

88.  The  Board  may  fill  any  casual  vacancy  in  the  office  of  auditor,  but  while 
such  vacancy  continues,  the  surviving  or  continuing  auditor  or  auditors  (if  any) 
may  act. 

89.  The  remuneration  of  the  auditor  or  auditors  shall  be  fixed  by  the  Com- 
pany in  general  meeting,  except  that  the  remuneration  of  the  first  auditor  or  audi- 
tors, or  of  any  auditors  appointed  to  fill  any  vacancy,  may  be  fixed  by  the  Board. 

90.  Every  auditor  shall  have  a  right  of  access  at  all  times  to  the  books  and 
accounts  and  vouchers  of  the  Company,  and  shall  be  entitled  to  require  from  the 
Directors  and  officers  of  the  Company  such  information  and  explanations  as  may 
be  necessary  for  the  performance  of  the  duties  of  auditors,  and  the  auditors  shall 
sign  a  certificate  at  the  foot  of  the  balance  sheet  stating  whether  or  not  all  their 
requirements  as  auditors  have  been  complied  with,  and  shall  make  a  report  to  the 
members  on  the  accounts  examined  by  them,  and  on  every  balance  sheet  laid 
before  the  Company  in  general  meeting  during  their  tenure  of  office;  and  in  every 
such  report  shall  state  whether  in  their  opinion  the  balance  sheet  referred  to  in 
the  report  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the 
state  of  the  Company's  afiairs  as  shown  by  the  books  of  the  Company,  and  such 
report  shall  be  read,  together  with  the  report  of  the  Board,  before  the  Company  in 
general  meeting. 

Distribution  of  Assets  on  a  Winding  Up 

Table  A  makes  no  provision  for  the  dissolution  of  the  company  and  the 
consequent  distribution  of  its  assets;  a  clause  similar  to  the  following 
should  have  a  place  in  every  company's  articles  : — 

Form  3,  Clause  as  to  Distribution  of  Assets 

If  upon  the  winding  up  of  the  Company  the  assets  available  for  distribution 
among  the  members  as  such  shall  be  more  than  sufficient  to  repay  the  whole  of 
the  capital  paid  up  at  the  commencement  of  the  winding  up,  the  excess  shall  be 
distributed  among  the  shareholders  in  proportion  to  the  capital  called  up  on 
the  shares  held  by  them  respectively ;  if  the  said  assets  shall  be  insufficient  to 
repay  the  whole  of  the  paid-up  capital,  such  assets  shall  be  distributed  so  that  the 
loss  shall  be  borne  by  the  members,  as  nearly  as  may  be,  in  proportion  to  the 
capital  called  up  at  the  commencement  of  the  winding  up  on  the  shares  held  by 
them  respectively. 

(As  to   the   distinction   between   the    distribution    according  to   the    ' 
"  amount  called  up  on  the  shares "  and  the  "  amount  of  the  shares,"  see 
note  to  Article  72  of  Table  A,  supra.) 

The  Alteration  of  Articles  or  Adoption  of  New  Articles 

Where  Articles  of  Association  require  extensive  alterations,  it  is  often 
found  that  the  more  convenient  course  is  to  adopt  an  entirely  new  set  of 
articles.     This  may  be  done  by  Special  Resolution  under  sec.  50  of  the 
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Companies  Act,  1862.  Care  must  be  taken  not  to  insert  any  clause 
inconsistent  with  the  Memorandum  of  Association. 

Sometimes  the  notices  calling  the  meetings  for  passing  and  confirming 
the  resolution  state  that  a  print  of  the  proposed  new  articles  can  be  seen 
at  the  company's  registered  office.  But  the  most  satisfactory  course  will 
usually  be  found  to  be  to  enclose  a  print  with  the  notice  calling  the  first 
meeting,  and  in  the  notice  of  the  confirming  meeting  to  state  that  another 
print  will  be  sent  if  desired,  and  that  a  copy  may  be  seen  at  the  registered 
office.  The  prints  issued  with  the  notices  should  bear  to  be  "  Proposed  " 
or  "  Draft  New  "  Articles  of  Association. 

A  copy  of  the  new  articles,  with  a  certified  print  (typewriting  is  not 
accepted  as  print)  of  the  Special  Resolution  prefixed,  must  be  filed  with 
the  registrar  within  fifteen  days  of  the  confirming  meeting.  A  print  of 
the  Special  Resolution  must  be  attached  to  every  copy  of  the  articles 
(Companies  Act,  1862,  ss.  53  and  54).  The  copy  of  the  new  articles  filed 
with  the  registrar  is  sometimes  the  copy  docqueted  by  the  chairman  (for 
form  of  docquet  see  infra) ;  sometimes  another  copy,  certified  in  the  same 
way  as  the  Special  Resolution,  and  without,  the  heading  '*  Proposed  "  or 
^' Draft  New,"  is  filed.     The  registrar  is  satisfied  with  either  course. 

No  stamp  is  needed  on  the  articles.  The  only  stamp  required  is  a 
Companies'  registration  fee  stamp  of  5s.  on  the  certified  print  of  the 
Special  Resolution. 

Form  4,  Notice  calling  First  Meeting  to  pass  Special  Resolution 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given,  that  an  Extraordinary  General  Meeting  of  the  Members 
of  the  A.  B.  Company,  Limited,  will  be  held  within  the  Registered  Office  of  the 
Company,  No.  Street,  ,  on  ,  the 

day  of  19     ,  at  two  o'clock  afternoon,  when  the  following 

Resolution  will  be  submitted,  and,  if  approved  of,  passed,  viz. : — 

"  That  the  Articles  contained  in  the  print  docqueted  by  the  Chairman  of  this 
meeting  as  relative  to  this  Resolution  are  hereby  approved  and  adopted 
as  the  Regulations  of  the  Company,  to  the  exclusion  of  all  existing 
Articles  or  Regulations." 

A  print  of  the  proposed  new  Articles  is  enclosed  herewith. 
The  said  Resolution,  if  passed,  will  afterwards  be  submitted  for  confirmation 
by  the  Members  of  the  Company  as  a  Special  Resolution  to  a  second  Extraordinary 
Oeneral  Meeting  of  the  Members  of  the  Company  to  be  duly  convened. 

C.  D.,  Secretary. 
Company's  Office —  Street, 

19     . 

The  following  is  an  alternative  form  of  notice,  which  can  be  used  if  it 
is  desired  to  put  it  in  the  power  of  the  meeting  to  amend  the  draft 
articles : — 

Form  5,  Alternative  to  Form  4 

Notice  is  hereby  given,  that  an  Extraordinary  General  Meeting  of  the  Members 
of  the  A.  B.  Company,  Limited,  will  be  held  within  {place  and  date),  for  the 
following  purposes,  viz. : — 
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1.  To  consider  and,  if  thought  fit,  approve  the  Draft  New  Regulations  [or 

Articles],  which  will  be  submitted  to  the  Meeting  ;  and  in  the  event  of 
the  approval  thereof,  with  or  without  modifications, 

2.  To  consider  and,  if  thought  fit,  to  pass  the  following  Resolution,  viz. : — 

"  That  the  New  Regulations  [or  Articles]  already  approved  of  by  this 
Meeting  and,  for  the  purpose  of  identification,  subscribed  by  the  Chairman 
thereof,  be  and  the  same  are  hereby  approved,  and  that  said  Regulations 
[or  Articles]  be  and  the  same  are  hereby  adopted  as  the  Regulations 
of  the  Company,  to  the  exclusion  of  all  existing  Regulations  [or 
Articles]." 

(Complete  notice  as  above.) 

Form  6,  Notice  calling  Confirming  Meeting 
The  a.  B.  Company,  Limited 

Notice  is  hereby  given,  that  an  Extraordinary  General  Meeting  of  the  Members 
of  the  A.  B.  Company,  Limited,  will  be  held  within  the  Registered  Ofiice  of  the 
Company,  No.  Street,  ,  on  ,  the  day  of 

19  ,  at  two  o'clock  afternoon,  and  that  at  such  meeting  the  following 
Resolution,  which  was  duly  passed  at  an  Extraordinary  General  Meeting  of  the 
Company,  held  on  the  day  of  19     ,  will  be  submitted  for  con- 

firmation as  a  Special  Resolution,  viz. : — 

"  That  the  Articles  contained  in  the  print  docqueted  by  the  Chairman  of  this 
Meeting  as  relative  to  this  Resolution  are  hereby  approved  and  adopted 
as  the  Regulations  of  the  Company,  to  the  exclusion  of  all  existing 
Articles  or  Regulations." 

A  print  of  the  proposed  new  Articles  referred  to  in  the  above  Resolution  wa» 
enclosed  with  the  Notice  convening  the  Extraordinary  General  Meeting  of  the 
Members  of  the  Company  held  on  {date  of  first  meeting).  Another  print  will  be 
sent  you  if  desired,  or  a  copy  may  be  seen  at  the  Registered  Ofiice  of  the  Company^ 

CD.,  Secretary, 
Company's  Office —  Street, 

19     . 

Form  7,  Docquet  to  be  written  on  Print  of  Articles  and  signed 
by  Chairman  at  First  Meeting 

Edinburgh,  19     . — The  Articles  contained  and  printed  on  this  and 

the  preceding  pages  and  numbered  to  inclusive,  and  initialed 

at  the  foot  of  each  page  by  me,  as  Chairman  of  the  meeting  referred  to  in  the 
notice  prefixed  to  the  said  Articles,  are  the  Regulations  of  the  Company  approved 
and  adopted  by  the  members  thereof  at  said  meeting. 

E.  F.,  ChairmMu. 

Form  8,  Docquet  to  be  written  on  Print  of  Articles  and  signed 
by  Chairman  at  Confirming  Meeting 

Edinburgh,  19     . — The  Articles  printed  on  this  and  the        preced- 

ing pages  and  numbered  to  inclusive,  are  the  Articles  contained  in  the 

print  referred  to  in  the  Resolution  set  forth  in  the  Notice  convening  an  Extra- 
ordinary General  Meeting  of  the  Members  of  the  A.  B.  Company,  Limited,  to- 
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be  held  on  this  date,  to  confirm  as  a  Special  Kesolution  the  Resolution  which  was 
duly  passed  at  an  Extraordinary  General  Meeting  of  the  Members  of  the  Company- 
held  on  19  ,  and  which  Resolution  has  to-day  been  confirmed  as  a 
Special  Resolution  of  the  said  Company. 

E.  F.,  Chairman. 

Form  9,  Print  of  Special  Resolution  to  be  attached  to 
Articles  and  Filed 

The  Companies  Acts  1862  to  1900 

Company  Limited  by  Shares 

(Copy) 

Special  Resolution 

of 

The  A.  B.  Company,  Limited. 

Incorporated  under  the  Companies  Acts,  1862  to  1900. 

Passed  19     ,  and  confirmed  19     . 

At  an  Extraordinary  General  Meeting  of  the  A.  B.  Company,  Limited,  incor- 
porated under  the  Companies  Acts,  1862  to  1900,  duly  convened  and  held  within 
the  Registered  Office  of  the  Company,  No.  Street,  ,  on 

,   the  day  of  19     >   the  following  Resolution  was 

duly  passed ;  and  at  a  subsequent  Extraordinary  General  Meeting  of  the  said 
Company,  also  duly  convened  and  held  within  the  said  Registered  Office,  on 
,  the  day  of  19     >  the  same  was  duly  confirmed 

so  as  to  become  a  Special  Resolution  of  the  Company,  viz. : — 

"  That  the  Articles  contained  in  the  print  docqueted  by  the  Chairman  of  this 
Meeting  as  relative  to  this  Resolution  are  hereby  approved  and  adopted 
as  the  Regulations  of  the  Company,  to  the  exclusion  of  all  existing 
Articles  or  Regulations." 

Duly  certified, 

C.  D.,  Secretary. 

Assignment  (Assignation) 

By  the  English  Assignment  and  the  Scottish  Assignation  is  meant  the 
transfer  to  a  third  party  or  to  third  parties  by  one  of  the  parties  to  a 
contract  of  his  rights  and  liabilities  thereunder  by  act  or  agreement,  as 
distinguished  from  transfer  by  operation  of  law  on  death,  bankruptcy,  &c. 
For  England  the  important  statutory  provision  is  contained  in  the  Judi- 
cature Act,  1873  (36  &  37  Vict.  c.  66),  s.  25  (6)  of  which  is  to  the  effect 
that  any  absolute  assignment  by  writing  under  the  hand  of  the  assignor 
(not  purporting  to  be  by  way  of  charge  only)  of  any  debt  or  other  legal 
chose  in  action,  of  which  express  notice  in  writing  shall  have  been  given 
to  the  debtor,  trustee,  or  other  person  from  whom  the  assignor  would  have 
been  entitled  to  receive  or  claim  such  debt  or  chose  in  action  shall  be  and 
be  deemed  to  have  been  effectual  in  law  to  pass  and  transfer  the  legal 
right  to  such  debt  or  chose  in  action  from  the  date  of  such  notice  and  all 
legal  and  other  remedies  for  the  same,  and  the  power  to  give  a  good 
discharge  for  the  same  without  the  concurrence  of  the  assignor.    Similarly, 
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for  Scotland  there  is  the  Transmission  of  Moveable  Property  (Scotland)  Act, 
1862  (25  «Sc  26  Vict.  c.  85),  under  which  may  be  assigned  any  personal  bond 
or  conveyance  of  moveable  estate,  which  words  are  interpreted  to  include 
personal  bonds  for  payment  or  performance,  bonds  of  caution,  bonds  of 
guarantee,  bonds  of  relief,  bonds  and  assignations  in  security  of  every  kind, 
decrees  of  any  court,  policies  of  assurance  of  any  assurance  company 
or  association  in  Scotland  whether  held  by  parties  resident  in  Scotland 
or  elsewhere,  protests  of  bills  or  of  promissory  notes,  dispositions,  assigna- 
tions, or  other  conveyances  of  moveable  or  personal  property  or  effects 
(including  personal  debts  and  obligations),  assignations,  translations,  and 
retrocessions,  and  also  probative  extracts  of  all  such  deeds  from  the  books 
of  any  competent  court. 

In  neither  country  is  any  special  form  of  words  required,  provided  the 
intention  to  transfer  is  clearly  indicated.  In  England  the  word  "  assign," 
in  Scotland  the  word  "  assign,"  or  sometimes  the  words  "  assign,  convey, 
dispone,  and  make  over,"  form  the  operative  part  of  assignments  and  assig- 
nations. What  should  always  be  particularly  attended  to  on  the  instant 
an  assignment  or  assignation  is  executed  is  the  formality  of  notice  to  the 
debtor,  trustee,  or  other  person  in  possession  of  the  subject-matter.  For, 
while  apart  from  notice  the  assignment  or  assignation  is  binding  as 
between  assignor  and  assignee,  the  debtor  may  before  receipt  of  notice 
validly  discharge  himself  of  his  liability  to  the  assignor  or  other  assignee 
from  him,  and  so  defeat  the  rights  of  the  assignee  under  the  document 
omitted  to  be  notified. 

English  law  favours  assignability.  Thus  with  regard  to  the  words 
"absolute  assignment"  in  sec.  25  (6)  of  the  Judicature  Act,  it  has  been  held 
that  an  assignment  to  secure  a  smaller  debt  with  a  proviso  of  redemption 
may  nevertheless  be  an  "  absolute  "  assignment.  But  it  has  been  doubted 
whether  part  only  of  a  debt  can  be  assigned  and  certainly  to  seek  to  assign 
an  unascertainable  or  indivisible  part  of  a  debt  will  be  ineffectual.  Moneys 
not  yet  due  and  the  unascertained  debts  of  third  persons  may  be  assigned, 
and  it  is  not  uncommon  to  assign  debts  with  the  proviso  that  after  paying 
himself  the  assignee  shall  make  over  the  balance  to  the  assignor.  Con- 
tracts involving  the  exercise  of  personal  qualifications — e.g.,  contracts  by 
artists,  authors,  actors,  and  the  like,  cannot  be  assigned.  A  lessee's  interest 
in  a  lease  may  be  assigned  or  under-let,  unless  the  lease  expressly  restrains 
from  assignment  or  under-lease.  Where  there  are  several  assignments 
of  the  same  debt,  an  assignment  notified  will  have  priority  over  one  not 
notified,  but  otherwise  priority  will  be  regulated  by  the  dates  of  the 
instruments. 

The  stamp  duties  are   as  for  conveyances  or  transfers  (Stamp  Act, 
1891,  54  &  55  Vict.  c.  39),  namely,  where  the  amount  or  value  of  the 
consideration  for  the  sale  does  not  exceed  £5,  6d. ;  £10,  Is. ;  £15,  Is.  6d. 
£20,  2s. ;  £25,  2s.  6d. ;  £50,  5s. ;  £75,  7s.  6d. ;  £100,  10s. ;  £125,  12s.  6d. 
£150,  15s.;  £175,  17s.  6d.;  £200,  £1;  £225,  £1,  2s.  6d.;  £250,  £1,  5s 
£275,  £1,  7s.  6d;  £300,  £1,  10s.  ;  exceeds  £300,  for  every  £50  and  also 
for  any  fractional  part  of  £50  of  such  amount  or  value,  5s. ;  of  any  kind 
not  hereinbefore  described,  10s. 

Form  1,  Assignment  of  Life  Interest 

(Notice  should  be  given  to  executors,  trustees,  &;c.,  and  inquiry  should 
be  made  as  to  other  incumbrances,  or  the  assignor  should  be  required  to 
make  a  statutory  declaration  on  the  subject.) 
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This  Indenture  made  the  day  of  ,  Kineteen 

hundred  and         ,  between  A.  B.  {assignor)^  of  ,  of  the 

one  part,  and  C.  D.  {assignee)^  of  ,  of  the  other  part. 

Whereas,  by  the  last  will  of  E.  F.,  of  ,  who  died  on  the 

day  of  ,  dated  the  day  of  , 

and  proved  in  the  probate  registry  at  ,  on  the  day  of 

,  the  said  A.  B.  became  entitled  to  a  life  interest  in  the  income  of 
the  residue  of  the  real  and  personal  estate  of  the  said  E.  F.  [or.  Whereas,  under 
an  indenture  dated,  &c.,  and  expressed  to  be  made  between,  &c.,  being  a  settle- 
ment made  in  consideration  of  the  marriage  between,  &c.,  then  contemplated  and 
shortly  afterwards  solemnised,  the  said  A.  B.  became  entitled  to  receive  during 
his  life  for  his  own  benefit  the  income  of  certain  funds  thereby  settled  by  or  on 
behalf  of  him];  And  whereas  the  said  residue  consists  [o?*,  the  said  funds 
consist],  of  the  several  properties  and  investments  specified  in  the  Schedule 
hereto ;  And  whereas  the  said  A.  B.  has  agreed  with  the  said  C.  D.  for  the  sale 
to  the  said  C.  D.  of  the  life  interest  aforesaid  for  the  price  of  £ 

Now  THIS  Indenture  witnesseth  that  in  pursuance  of  the  said  agreement, 
and  in  consideration  of  £  now  paid  to  the  said  A.  B.  by  the  said  C.  D. 

(the  receipt  whereof  the  said  A.  B.  hereby  acknowledges),  he,  the  said  A.  B.,  as 
beneficial  owner,  doth  hereby  assign  unto  the  said  C.  D.  all  the  income,  interest, 
and  dividends  accrued  and  unpaid  and  to  accrue  and  become  payable  during  the 
lifetime  of  the  said  A.  B.,  from  or  in  respect  of  the  residue  of  the  real  and  personal 
estate  of  the  said  E.  F.  \or,  of  the  funds  settled  by  or  on  behalf  of  him  by  the 
said  indenture] ;  To  hold  the  same  unto  the  said  C.  D.  absolutely ;  In  Witness 
whereof  the  parties  hereto  have  set  their  hands  and  seals  this  day 

of  ,  Nineteen  hundred  and  .  ^->^^ 

Signed,  sealed,  and  delivered  by  the  said  A.  B.    .  i-s  ^ 


A.  B.  before  and  in  presence  of 

{Signature,  address,  and  occupation  of  witness.) 


\y 


Signed,  sealed,  and  delivered  by  the  said  C.  D.   ( ^•^- / 

C.  D.  before  and  in  presence  of 

(Signature,  address,  and  occupation  of  witness.) 

Form  2,  Assignment  of  Leasehold 

This  Indenture  made,  &c.  {as  in  Form  1). 

Whereas,  by  an  indenture  of  lease  dated,  &c.,  and  expressed  to  be  made 
between,  &c.,  all  that  {quote  from  the  lease  the  parcels  with  any  exceptions  so  as 
to  show  what  was  actually  demised),  with  the  appurtenances,  were  demised  to  the 
said  M.  N.,  his  executors,  administrators,  and  assigns  for  the  term  of 
years  from  the  day  of  ,  at  the  yearly  rent  of  £  , 

subject  to  covenants  and  conditions  in  the  said  indenture  contained;  And 
WHEREAS,  by  indenture  dated,  &c.,  and  expressed  to  be  made  between  the  said 
M.  N.  and  the  said  A.  B.,  the  premises  aforesaid  were  sold  and  assigned  to  the 
said  A.  B.,  and  his  executors,  administrators,  and  assigns  for  the  residue  then 
remaining  of  the  said  term  of  years ;  And  whereas  the  said  A.  B.  has  agreed 

I  with  the  said  C.  D.  for  the  sale  to  the  said  C.  D.,  at  the  price  ol  £            ,  of 
the  premises  aforesaid  for  the  residue  now  remaining  of  the  said  term  of  years  free 
from  incumbrances. 
f— 
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and  in  consideration  of  £  now  paid  to  the  said  A.  B.  by  the  said  C.  D. 

(the  receipt  whereof  the  said  A.  B.  hereby  acknowledges),  he,  the  said  A.  B.,  aa 
beneficial  owner,  doth  hereby  assign  unto  the  said  C.  D.,  his  executors,  adminis- 
trators, and  assigns  all  the  said  {as  in  the  recital) ,  with  the  appurtenances  by  the 
said  indenture  of  the  day  of  expressed  to  be  demised ; 

To  HOLD  the  same  unto  the  said  C.  D.,  his  executors,  administrators,  and  assigns 
for  the  residue  now  remaining  of  the  said  term  of  years  at  the  rent  and  subject  to 
the  covenants  by  the  lessee  and  conditions  in  the  said  indenture  of  the 
day  of  reserved  and  contained,  and  the  said  C.  D.  doth  hereby 

covenant  with  the  said  A.  B.  that  he,  the  said  C.  D.,  his  executors,  administrators, 
and  assigns  will  henceforth  pay  the  rent  by  the  said  indenture  of  the 
day  of  reserved,  and  perform  and  observe  all  the  covenants  by  the 

lessee  and  conditions  also  therein  reserved  and  contained,  and  keep  the  said  A.  B., 
his  heirs,  executors,  and  administrators  indemnified  against  all  actions,  expenses, 
elaims,  demands,  and  liability  on  account  of  non-payment  of  the  said  rent,  or 
breach  of  the  said  covenants  by  the  lessee  and  conditions  or  any  of  them. 
In  witness,  &c.  {as  in  Form  1). 

Form  3,  The  Same  by  a  Trustee  in  Bankruptcy 

{E.g.,  Under  the  provisions  of  the  Bankruptcy  Acts,  1883,  46  &  47 
Vict.  c.  52,  and  1890,  53  &  54  Vict.  c.  71,  relating  to  the  disclaimer  of 
ftnerous  property). 

This  Indenture,   made  the  day   of  ,   Nineteen 

hundred  and  ,  between  A.  B.,  of  ,  the  trustee  of  the  pro- 

perty of  C.  D.,  of  ,  a  bankrupt,  of  the  first  part,  the  said  C.  D.  of 

the  second  part,  and  E.  F.,  of  ,  of  the  third  part.     Whereas  {recite 

the  lease  as  in  Form  2) ;  And  whereas  the  said  C.  D.  was,  on  the 
day  of  ,  adjudged  a  bankrupt  by  the  High  Court  of  Justice,  and  on 

the  day  of  ,  the  said  A.  B.  was  duly  appointed  trustee 

of  the  property  of  the  said  C.  D.,  and  such  appointment  was  certified  by  the 
Board  of  Trade  as  duly  made ;  And  whereas  the  said  A.B.,  as  trustee  aforesaid, 
has  agreed  with  the  said  E.  F.  for  the  sale  to  the  said  E.  F.  at  the  price  of 
£  of  the  premises  aforesaid  for  the  residue  now  remaining  of  the  said  term 

of  years ;  And  whereas  the  said  C.  D.  has  agreed  to  join  in  these  presents  in 
manner  hereinafter  appearing; 

Now  this  Indenture  witnesseth  that  in  pursuance  of  the  said  agreement 
and  in  consideration  of  £  now  paid  to  the  said  A.  B.  by  the  said  E.  F.  (the 

receipt  whereof  the  said  A.  B.  hereby  acknowledges),  he,  the  said  A.  B.,  as 
trustee  aforesaid,  doth  hereby  assign,  and  he,  the  said  C.  D.,  as  beneficial  owner, 
doth  hereby  assign  and  confirm  unto  the  said  E.  F.,  his  executors,  administrators, 
and  assigns,  all,  &c.  {as  in  Form  2). 

Form  4,  Assignment  of  a  Policy  of  Assurance 

(Before  undertaking  to  purchase,  inquiry  ought  always  to  be  made  of 
the  assurance  company  whether  the  policy  is  valid  and  in  force.  No  assign- 
ment of  a  life  policy  confers  on  the  assignee  any  right  to  sue  for  the 
money  assured,  or  to  give  a  valid  discharge  for  the  same  unless  the  assign- 
ment is  duly  stamped  (Stamp  Act,  1891,  ut  supra,  s.  118).  Further,  an 
assignee  has  no  right  to  sue  for  the  amount  assured  until  a  written  notice 
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of  the  date  and  purport  of  such  assignment  has  been  given  to  the  com- 
pany liable,  at  their  principal  place  of  business,  and  priority  of  claims  under 
different  assignments  is  regulated  by  the  dates  when  the  respective  notices 
are  received  (Policies  of  Assurance  Act,  1867  (30  &  31  Vict.  c.  144),  s.  3)). 

This  Indenture  made,  &c.  {as  in  Form  1). 

Whereas,  by  a  policy  of  assurance  issued  by  the  Assurance  Com- 

pany, dated  the  day  of  ,  and  numbered  ,  the  life  of  the  said 

A.  B.  is  assured  by  the  said  Assurance  Company  for  the  sum  of  <£         , 

to  be  paid  on  the  death  of  the  said  A.  B.,  subject  to  the  payment  of  the  annual 
premium  of  £  ,  and  the  conditions  in  the  said  policy  of  assurance  set  out ; 

And  whereas,  the  said  A.  B.  has  agreed  with  the  said  C.  D.  for  the  sale  to  the 
said  C.  D.,  at  the  price  of  <£  ,  of  the  said  policy  of  assurance ; 

Now  this  Indenture  witnesseth  that  in  pursuance  of  the  said  agreement,  and  in 
consideration  of  £  ,  now  paid  to  the  said  A.  B.  by  the  said  C.  D.  (the  receipt 

whereof  the  said  A.  B.  hereby  acknowledges),  the  said  A.  B.,  as  heneficial  owner ^ 
doth  hereby  assign  unto  the  said  C.  D.,  his  executors,  administrators,  and  assigns 
the  said  policy  of  assurance,  and  the  said  sum  of  £  ,  to  be  paid  on  the  death  of 
the  said  A.  B.,  and  all  other  moneys,  bonuses,  and  additions  assured  by  or  to 
become  payable  under  and  by  virtue  of  the  said  policy  of  assurance ;  To  hold  the 
same  unto  the  said  0.  D.,  his  executors,  .administrators,  and  assigns,  subject  to  the 
conditions  in  the  said  policy  of  assurance  set  out ;  And  the  said  A.  B.  doth  hereby 
covenant  with  the  said  C.  D.,  That  he,  the  said  A.  B.,  will  not  do,  or  omit  to  do, 
or  knowingly  suffer  anything  to  be  done  whereby  the  said  policy  of  assurance 
may  become  void  or  voidable,  or  whereby  the  said  C.  D.,  his  executors,  ad- 
ministrators, or  assigns,  may  be  prevented  from  receiving  the  said  sum,  to  be 
paid  on  the  death  of  the  said  A.  B. ;  or  the  other  moneys,  bonuses,  and  additions 
assured  by,  or  to  become  payable  under  and  by  virtue  of  the  said  policy  of 
assurance,  or  any  part  thereof ;  And  that  if  he,  the  said  A.  B.,  shall  do,  or  omit 
to  do,  or  knowingly  suffer  anything  to  be  done  whereby  any  additional  premium 
or  payment  shall  become  payable  in  order  to  keep  the  said  policy  of  assurance  in 
force,  then  he,  the  said  A.  B.,  will  indemnify  the  said  C.  D.  therefrom  ;  In 
witness,  &c.  {as  in  Form  1). 

Form  5,  Short  Form  of  Assignation,  according  to  the  Law  of 

Scotland 

I,  A.  B.,  of  ,  in  consideration  of  the  sum  of  £  sterling,  in- 

stantly paid  to  me  by  C.  D.,  of  ,  do  hereby  assign  to  and  in  favour  of 

the  said  C.  D.,  and  his  heirs,  executors,  and  assignees,  the  within  policy  of 
assurance,  granted  in  my  favour,  with  the  whole  claims,  advantages,  and  benefits 
which  may  arise  therefrom,  and  all  additions  and  bonuses  already  declared  or 
accrued  thereon,  or  which  may  in  the  future  be  declared  or  accrue  thereon  ;  In 
witness  whereof  these  piesents  written  upon  the  within  policy  of  assurance,  by 
E.  F.,  clerk  to  Messrs.  M.  N.  &  Co.,  C.A.,  Edinburgh  (declaring  that  the  words 
,  on  the  line  hereof,  are  written  upon  an  erasure  before  sub- 

scription), are  subscribed  by  me,  the  said  A.  B.,  at  Edinburgh,  aforesaid,  on 
the  day  of  ,  Nineteen  hundred  and  ,  before  these  witnesses, 

G.  H.,  of  ,  and  J.  K.,  of 

G.  H.,  Witness.  A.  B. 

J.  K.,  Witness. 
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Form  6,  Notice  following  upon  the  Assignment  of  a  Life  Policy 
(No  stamp  required.) 

To  The  Assurance  Co. 

I,  the  undersigned  C.  D.,  of  [or,  E.  F.,  of  ,  agent  for  C.  D., 

of  ],  hereby  give  you  notice  that  by  an  indenture,  dated  , 

and  made  between  A.  B.,  of  ,  of  the  one  part,  and  myself  [or,  the  said 

C.  D.],  of  the  other  part,  the  said  A.  B.  assigned  unto  me,  the  said  C.  D., 
absolutely,  a  policy  of  assurance  granted  by  you  on  the  life  of  the  said  A.  B. 
for  £  ,  dated  ,  and  numbered  ,  and  all  other 

moneys,  bonuses,  and  additions  assured  by,  or  to  become  payable  under  and  by 
virtue  of  the  said  policy  of  assurance. 

Dated,  &c.  C.  D. 

(Under  the  Policies  of  Assurance  Act,  1867  (30  «&  31  Vict.  c.  144),  s.  6, 
a  written  acknowledgment  of  the  receipt  of  a  notice,  as  above,  may  be 
required  on  payment  of  a  fee  of  5s.) 


Fonn  7,  Assignment  of  Debts  to  be  Collected 

This  Indenture,  made,  &c.  (as  in  Form  1). 

Whereas  the  said  A.  B.  is  indebted  to  the  said  C.  D.  in  the  sum  of  £  ; 

And  whereas  the  said  A.  B.  is  entitled  to  the  several  debts  or  sums  of 
money,  the  amounts  whereof,  and  the  names  and  addresses  of  the  persons 
from  whom  the  same  are  due  and  owing  are  specified  in  the  Schedule  hereto ; 
And  whereas  the  said  A.  B.  has  agreed  with  the  said  C.  D.  for  the  assign- 
ment to  the  said  C.  D.  of  the  said  several  debts,  upon  the  trusts  hereinafter 
declared ; 

Now  THIS  Indenture  witnesseth  that  in  pursuance  of  the  said  agreement, 
and  in  consideration  of  the  premises  the  said  A.  B.,  as  beneficial  oivner,  doth 
hereby  assign  unto  the  said  C.  D.,  upon  the  trusts  hereinafter  declared,  all  the 
several  debts  or  sums  of  money  due  and  owing  to  the  said  A.  B.,  the  amounts  of 
which,  and  the  names  and  addresses  of  the  persons  from  whom  the  same  are  due 
and  owing,  are  specified  in  the  Schedule  hereto,  and  all  other  debts  or  sums  of 
money,  if  any,  due  and  owing  to  the  said  A.  B.  from  the  said  persons,  or  any  of 
them,  and  the  benefit  of  all  securities  for  the  same,  and  all  interest,  if  any,  due 
and  to  become  due  in  respect  of  the  said  debts  or  sums  of  money,  or  any  of  them ; 
To  HOLD  the  same  unto  the  said  C.  D.,  absolutely,  and  yet  upon  trust  out  of  the 
moneys  which  the  said  debts  or  sums  of  money  may  realise,  in  the  first  place,  to 
pay  the  costs,  charges,  and  expenses  of  realisation,  including  the  costs  of  these 
presents;  and  in  the  next  place,  to  retain  for  the  use  and  benefit  of  the  said 
C.  D.,  by  way  of  discharge  of  the  debt  due  and  owing  to  him  by  the  said  A.  B., 
as  aforesaid,  the  said  sum  of  £  ,  with  interest  thereon,  at  the  rate  of         per 

centum  per  annum,  from  the  day  of  ;  and  lastly,  to  pay  the  surplus 

which  thereafter  may  remain,  if  any,  to  the  said  A.  B. 

In  witness,  &c.  (as  in  Form  1). 


r 
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Schedule  op  Debts  above  referred  to. 


No. 

Names. 

Addresses. 

Amounts. 

1. 

2. 

&c. 

£        s.        d. 

(If  the  clause  of  trust  is  omitted,  the  following  clause  may  be  substituted 
after  the  words,  To  hold— absolutely : — And  the  said  A.  B.  hereby 
covecants  with  the  said  C.  D.  that  the  several  debts  or  sums  of  money 
hereby  assigned  are  still  due  and  owing  to  the  said  A.  B. 

Notice  of  the  assignment  of  his  debt  must  be  sent  to  each  debtor.) 


Form  8,  Notice  to  a  Simple  Contract  Debtor 

To  Mr.  ,  of  . 

I,  the  undersigned  C.  D.,  of  ,' hereby  give  you  notice  that  by  an 

indenture,  dated  ,  and  made  between  ,  the  said 

A.  B.  assigned  unto  me,  the  said  C.  D.,  absolutely,  a  debt  or  sum  of  money  due 
and  owing  by  you  to  the  said  A.  B.,  and  that  I  require  you  to  pay  the  same 
to  me. 

I      Dated,  &c.  C.  D. 

John  R.  M'Ilraith. 
Attorney,  Power  of 
A  POWER  of  attorney  is  a  writing  constituting  agency,  and  in  practice  the 
writing  always  takes  the  form  of  a  deed.  Where  the  agent  is  appointed  to 
execute  a  deed — e.g.,  a  conve3'ance  of  land — the  power  must,  according  to 
English  law,  be  evidenced  by  deed.  No  special  formality  is  required,  but 
for  use  at  the  Bank  of  England  a  power  must  be  signed  before  two  attest- 
ing witnesses.  The  bank  supplies  to  brokers  a  special  printed  form  of 
power  of  attorney  which  alone  can  be  used  when  a  transfer  is  to  be 
executed  by  second-hand  in  the  books  of  the  bank.  In  practice  the 
signature  to  a  power  is  always  attested  by  two  witnesses.  As  to  the 
words  used  to  constitute  the  power,  the  fewer  and  simpler  these  are  the 
more  favourably  regarded  will  the  power  be  by  commercial  men;  it 
should,  however,  be  remembered  that  powers  of  attorney  are  construed 
strictly,  and  that  general  words  will  only  cover  acts  necessary  or  expedient 
for  the  particular  purpose  authorised,  and  not  acts  customarily  regarded  as 
distinct  and  independent  purposes. 

Whatever  may  be  lawfully  done  in  person  may  be  done  by  an  agent, 
but  where  for  the  fulfilment  of  a  duty  personal  skill  or  discretion  is 
implied — e.g.,  in  the  case  of  a  trust  deed — delegation  is  not  allowed 
without  the  consent  of  the  party  to  whom  the  duty  is  owed.  Any  one 
again  may  grant  a  power  or  be  attorney  who  possesses  the  legal  capacity 
required  to  enter  into  contracts.  A  power  of  attorney  by  an  infant  is  void 
except  in  regard  to  acts  for  which  the  law  allows  an  infant  capacity — e.g., 
to  consent  to  an  indenture  of  apprenticeship.  So,  too,  an  infant  can  incur 
no  personal  liability  under  a  power  of  attorney.  A  corporation  must  act 
through  an  agent,  and  can  appoint  such  for  any  purpose  within  its  powers. 
Joint  stock  companies  are  like  corporations  in  this  respect,  and  their 
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Memoranda  of  Association  will  be  looked  to  for  tbe  powers  which  they 
can  exercise.  The  duties  imposed  by  a  power  of  attorney  cannot  be 
delegated  unless  authority  to  delegate  them  is  given  by  the  power. 

The  attorney  ought,  where  the  authority  below-mentioned  has  not 
been  given,  to  exercise  his  authority  in  the  name  and  with  the  signature 
and  seal  of  the  principal ;  but,  by  sec.  46  (1)  of  the  Conveyancing  and  Law 
of  Property  Act,  1881  (44  k  45  Vict.  c.  41),  he  may,  if  he  thinks  fit, 
execute  or  do  any  assurance,  instrument,  or  thing  in  and  with  his  own 
name  and  signature  and  his  own  seal,  where  sealing  is  required,  by  the 
authority  of  the  donor  of  the  power.  The  effect  of  signing  his  own  name 
under  other  circumstances  will  be  to  fix  the  attorney  with  personal 
liability. 

By  sec.  47  (1)  of  the  Act  just  cited,  any  person  making  or  doing  any 
payment  or  act,  in  good  faith,  in  pursuance  of  a  power  of  attorney,  shall 
not  be  liable  in  respect  of  the  payment  or  act  by  reason  that  before  the 
payment  or  act  the  donor  of  the  power  had  died  or  become  lunatic,  of 
unsound  mind,  or  bankrupt,  or  had  revoked  the  power,  if  the  fact  of  death, 
lunacy,  unsoundness  of  mind,  bankruptcy,  or  revocation  was  not  at  the 
time  of  the  payment  or  act  known  to  the  person  making  or  doing  the 
same.  A  power  of  attorney,  given  for  valuable  consideration,  may  be 
expressed  to  be  irrevocable  (Conveyancing  Act,  1882,  45  &  46  Vict.  c.  39, 
s.  8),  and,  whether  given  for  valuable  consideration  or  not,  may  be  ex- 
pressed to  be  irrevocable  for  a  fixed  specified  time,  not  exceeding  one  yea'* 
from  the  date  of  the  instrument  (sec.  9).  It  is  as  well  to  make  free  use 
of  the  last-mentioned  provision,  for  otherwise  a  recital  of  the  principal's 
going  abroad  as  the  occasion  for  the  grant  of  the  power  may  cause  revo- 
cation by  implication  upon  his  return. 

The  stamp  duties  on  letters  or  powers  of  attorney  are  as  follows  (Stamp 
Act,  1891,  54  &  55  Vict.  c.  89):— 

For  the  sole  purpose  of  appointing  or  authorising  a  proxy 
to  vote  at  any  one  meeting  at  which  votes  may  be 
given  by  proxy,  whether  the  number  of  persons 
named  in  such  instrument  be  one  or  more      .  .£001 

By  any  petty  ofiicer,  seaman,  marine,  or  soldier  serving 
as  a  marine,  or  his  representatives,  for  receiving 
prize  money  or  wages .  .  .  .  .010 

For  the  receipt  of  the  dividends  or  interest  of  any  stock  : 

Where  made  for  the  receipt  of  one  payment  only        0     10 
In  any  other  case  .  .  .  .  .050 

For  the  receipt  of  any  sum  of  money,  or  any  bill  of 
exchange  or  promissory  note  for  any  sum  of  money, 
not  exceeding  £20,  or  any  periodical  payments  not 
exceeding  the  annual  sum  of  £10        .  ,  .050 

For  the  sale,  transfer,  or  acceptance  of  any  of  the  Govern- 
ment or  Parliamentary  stocks  or  funds : 

Where  the  value  of  the  stocks  or  funds  does  not 

exceed  £20      .  .  .  .  .050 

In  any  other  case  .  .  .  .  .       0  10     0 

Of  any  kind  whatsoever  not  hereinbefore  described  .       0  10     0 

Exemptions. — Letter  or  power  of  attorney  for  the  receipt  of  dividends 
of  any  definite  and  certain  share  of  the  Government  or  Parlia- 
mentary stocks  or  funds  producing  a  yearly  dividend  less  than 
£3 ;  letter  or  power  of  attorney  or  proxy  filed  in  the  Probate 
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Division  of  the  High  Court  of  Justice  in  England  or  Ireland, 
or  in  any  ecclesiastical  court ;  and  order,  request,  or  direction 
under  hand  only  from  the  proprietor  of  any  stock  to  any  com- 
pany or  to  any  officer  of  any  company  or  to  any  banker  to  pay 
the  dividends  or  interest  arising  from  the  stock  to  any  person 
therein  named. 

JiJ'ote. — By  sec.  80  every  letter  or  power  of  attorney  for  the  purpose  of 
appointing  a  proxy  to  vote  at  a  meeting  charged  as  above  with  the  duty 
of  one  penny  (which  may  be  denoted  by  an  adhesive  stamp  impressed 
prior  to  execution  and  cancelled  by  the  person  executing  the  instrument) 
must  specify  the  day  upon  which  the  meeting  at  which  it  is  intended  to 
be  used  is  to  be  held.  In  the  case  of  an  agreement  for  personal  services 
not  coming  within  the  expression  "the  only  or  principal  or  primary 
security  ...  for  any  sum  or  sums  of  money  at  stated  periods,"  the  duty 
will  be  6d.  or  10s.  according  as  not  under  seal  or  under  seal.  Powers  of 
attorney  for  abroad  must  comply  with  the  stamp  laws  both  of  the  place  of 
execution  and  of  the  place  where  to  be  used. 

There  is  a  file  kept  at  the  Central  Office  of  the  Supreme  Court  of 
Judicature  of  powers  of  attorney  verified  by  affidavit,  statutory  declaration 
or  other  sufficient  evidence,  and  that  file  is  open  to  the  inspection  of  any 
member  of  the  public  who  may  on  request  have  an  office  copy  of  any 
instrument. 

In  the  case  of  powers  of  attorney  for  use  in  our  colonies,  two  witnesses 
to  each  grantor's  signature  are  generally  required,  one  of  whom  must 
formally  depose  to  the  due  execution  of  the  instrument  before  a  notary 
public  having  general  jurisdiction,  or  before  a  mayor,  lord  provost,  or  other 
acting  chief  magistrate.  In  some  colonies  particular  forms  are  obligatory. 
Much  trouble  may,  therefore,  in  the  case  of  such  powers  of  attorney  be 
saved  by  making  previous  inquiry  of  the  agents  to  the  colonies  resident 
in  this  country. 

In  Scotland,  powers  of  attorney  for  use  in  the  colonies  and  abroad  are 
commonly  executed  in  the  English  form  with  a  testing  (attestation)  clause 
in  the  Scotch  form,  thus : — In  Witness  whereof  these  presents  written 
upon  this  and  the  preceding  pages  of  stamped  paper  by  A.  B., 

clerk  to  Messrs.  X.  Y.  &  Co.,  solicitors,  Edinburgh,  are  subscribed  by  me, 
and  I  have  hereunto  set  my  hand  and  seal  at  Edinburgh  aforesaid,  the 
day  of  Nineteen  hundred  and  before 

these  witnesses,  C.  D.  (address  and  occupation)  and  E.  F.  (address  and 
occupation).  Signed,  sealed,  and  delivered  by  the  said  O.  P.  before 
and  in  presence  of  C.  D.,  of  (address  and  occupation),  and  E.  F.,  of 
{address  and  occupation). 

C.  D.,  ivitness.  0.  P.         uT) 

E.  F.,  luitness. 


Form  1,  General  Power  of  Attorney  to  manage  Affairs  in  Absence 

Know  all  Men  by  these  presents  that  I,  A.  B.  of  ,  being  about 

to  leave  the  United  Kingdom  of  Great  Britain  and  Ireland,  and  to  reside  for 
a  time  in  foreign  parts,  do  hereby  appoint  C.  D.  of  to   be  my 

attorney  in  my  name  and  on  my  behalf  for  the  period  aftermentioned,  and  for 
such  further  period  as  I  may  be  absent  from  the  said  United  Kingdom  to  act  for 
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me  in  all  my  affairs,  and  to  manage  and  cultivate  all  my  estate,  real  and  personal, 
of  whatsoever  sort  and  kind ;  And,  in  particular,  to  manage  and  cultivate  my 
real  estate  of  whatever  tenure ;  to  sell  and  convey  all  or  any  part  thereof  at  such 
price  or  prices,  and  upon  such  condition  or  conditions,  and  under  such  reservation 
or  reservations  as  my  said  attorney  shall  think  fit ;  to  convey  all  or  any  part 
thereof  upon  mortgage  for  such  sum  or  sums,  at  such  rate  or  rates  of  interest, 
for  such  period  or  periods,  and  upon  such  condition  or  conditions  as  my  said 
attorney  shall  think  fit ;  to  transfer  any  mortgage  or  mortgages  thereof,  and  to 
recover  mortgaged  property  upon  payment  of  the  moneys  owing  on  the  security 
thereof ;  to  grant  a  lease  or  leases  of  all  or  any  part  thereof  either  with  or  without 
the  buildings,  fixtures,  plant,  machinery,  and  other  things,  or  any  of  these  on 
or  about  the  same  for  such  period  or  periods,  at  such  rent  or  rents,  and  upon  such 
condition  or  conditions  as  my  said  attorney  shall  think  fit ;  to  receive  the  rents 
thereof  or  of  any  part  thereof;  to  make  arrangements  and  compromises  with 
tenants,  to  accept  surrenders  of  leases,  and  to  take  all  usual  legal  proceedings 
by  way  of  action,  distress  or  otherwise,  for  recovery  of  rent  in  arrear,  or  for 
recovery  of  premises  let  to  tenants ;  to  cut  timber  for  sale  and  repairs,  and  to  erect, 
pull  down,  and  repair  buildings  and  structures  on  any  part  of  my  real  estate,  and 
to  insure  against  loss  or  damage  by  fire  any  such  buildings  and  structures ;  to 
commence,  prosecute,  and  carry  on,  and  to  defend  any  action  or  actions  or  other 
legal  proceedings  in  protection  of  or  affecting  my  real  estate ;  and  to  refer  any 
matters  in  difference  between  me  and  any  other  person  or  persons  affecting  the 
same  to  arbitration ;  And  also  to  carry  on,  manage,  and  transact  my  business  or 
businesses ;  to  sell  or  wind  up  the  said  business  or  businesses  or  any  of  them  at 
such  price  or  prices,  and  upon  such  terms  and  conditions  as  my  said  attorney  shall 
think  fit ;  to  buy  and  sell  goods,  documents  of  title  and  negotiable  instruments, 
and  to  pledge  and  obtain  advances  on  the  same ;  to  consign,  ship,  stop  in  transitu, 
receive  and  take  possession  of  goods ;  to  effect  insurances ;  to  open  all  letters  and 
other  correspondence,  and  sign  and  despatch  letters  and  correspondence  in  the 
first  instance  or  in  reply ;  to  draw,  sign,  accept,  indorse,  pay,  and  renew  bills 
of  exchange  and  promissory  notes ;  to  draw,  sign,  and  indorse  orders,  drafts,  and 
cheques  on  my  bankers ;  to  execute,  sign,  indorse,  assign,  and  transfer  all  usual 
and  customary  mercantile  documents  of  title,  contracts,  transfers,  and  other 
instruments  or  documents;  to  demand,  get  in,  sue  for,  enforce  payment  of, 
receive,  compound,  and  give  discharges  for  all  moneys,  securities  for  money, 
debts,  chattels,  and  other  personal  estate  whatsoever  from  time  to  time  belonging 
to  me ;  to  agree,  settle,  and  compromise  all  accounts  and  disputes  between  me 
and  any  other  person  or  persons,  or  affecting  my  said  personal  estate ;  to  com- 
mence, prosecute,  and  carry  on,  and  to  defend  any  action  or  actions  or  other  legal 
proceedings  in  protection  of  or  affecting  my  said  personal  estate;  to  refer  any 
matters  in  difference  between  me  and  any  other  person  or  persons  affecting  my 
said  personal  estate  to  arbitration ;  to  act  in  all  matters  arising  out  of  the  bank- 
ruptcy, composition,  or  arrangement  with  creditors  of  any  person  or  persons 
indebted  or  under  liability  to  me  or  out  of  the  winding  up  of  any  company 
or  companies  indebted  or  under  liability  to  me,  to  prove  in  such  bankruptcy, 
composition,  arrangement,  or  winding  up  for  all  debts  and  liabilities  due  to  me, 
to  attend,  act,  and  vote  at  all  meetings  of  creditors  and  other  meetings,  to  appoint 
proxies  to  attend,  act,  and  vote  at  such  meetings  or  any  of  them,  and  to  execute, 
sign,  and  do  all  instruments,  documents,  and  things  necessary  or  usual  for  any  of 
the  purposes  aforesaid,  all  as  my  said  attorney  shall   think  fit;  And  also  to 
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^deposit  with  my  bankers  or  other  persons  or  person  on  my  behalf  and  in  my 
name  or  otherwise  all  sums  of  moneys,  rents,  interest,  dividends  on  investments 
and  other  cash  and  cheques  received  under  these  presents,  and  to  withdraw  and 
invest  the  same  or  any  part  thereof  in  my  name  or  otherwise  in  or  upon  such 
investments,  mortgages  or  securities,  and  in  such  manner  as  my  said  attorney 
shall  think  fit;  And  also  to  employ  such  solicitor  or  solicitor,  manager  or 
managers,  agent  or  agents,  assistants,  servants,  and  other  persons  or  person  as  may 
in  my  said  attorney's  discretion  be  required  on  or  about  my  said  estate,  real  and 
personal  and  any  part  thereof,  and  in  or  about  my  said  business  or  businesses 
or  afiliirs  or  any  of  them  at  such  remuneration,  salaries,  or  wages  as  my  said 
attorney  shall  think  fit,  and  from  time  to  time  to  determine  such  employment; 
And  also  to  pay  premiums  upon  policies  of  insurance,  calls  upon  stocks  and 
shares,  costs  and  outlays  of  any  solicitor  or  solicitors,  remuneration,  salaries,  and 
wages  of  any  manager  or  managers,  agent  or  agents,  assistants,  servants,  and  other 
persons  or  person  employed  as  aforesaid,  expenses  of  repairs  and  improvements 
and  all  other  outgoings  whatsoever  in  respect  of  my  said  estate,  real  and  personal, 
or  any  part  thereof,  or  in  respect  of  my  said  business  or  businesses  or  aflfairs  or 
any  of  them ;  And  generally  to  deal  with  and  to  act  in  relation  to  my  said 
estate,  real  and  personal,  and  any  part  thereof  and  in  relation  to  my  said  business 
and  businesses  and  affairs  and  any  of  them  as  fully  and  effectually  as  I  in  person 
could  do ;  And  I  hereby  undertake  to  ratify  everything  which  my  said  attorney 
or  any  proxy,  solicitor,  manager,  agent,  assistant,  servant  or  other  person  appointed 
or  employed  by  him  under  the  powers  in  that  behalf  hereinbefore  contained  shall 
do  or  cause  to  be  done  in  or  about  the  premises  under  and  by  virtue  of  these 
presents ;  And  I  hereby  declare  that  this  power  of  attorney  is  irrevocable  for 
twelve  calendar  months  from  the  date  hereof ;  In  Witness  whereof  I  have  here- 
nnto  set  my  hand  and  seal  this  day  of  Nineteen 

hundred  and  .  ^...^ 

Signed,  sealed,  and  delivered  by  the  said  A.  B.     i^^-j 

A.  B.  before  and  in  presence  of  ^-^ 

(Signature,  address,  and  occupation  0/ witness.) 


Form  2,  Power  of  Attorney  to  collect  Debts  (Short  Form) 

To  all  to  whom  these  presents  shall  come,  greeting : 

Whereas  certain  persons  residing  in  or  about  the  city  of  are 

\or,  0.  D.,  of  ,  is]  indebted  to  me,  A.  B.,  of  ,  in  various 

sums  amounting  in  all  to  [or,  in  the  sum  of]  £  ,  the  names  of  which 

persons,  and  the  several  sums  due  to  me  by  which  persons  respectively,  are 
particularly  mentioned  in  the  Schedule  hereto  : 

Now  KNOW  YE  that  I,  the  said  A.  B.,  do  hereby  appoint  E.  F.,  of  , 

my  attorney,  to  demand  of  the  said  persons  [or,  the  said  C.  D.]  the  said  sums 
amounting  in  all  to  £  [or,  the  said  sum  of  £  ],  and  on 

non-payment  thereof,  or  of  any  sum  or  part  thereof,  to  commence,  prosecute,  and 
carry  on  any  action  or  actions,  or  other  legal  proceedings,  for  the  recovery  of  the 
same  in  my  name ;  And  generally  to  do  all  acts,  deeds,  and  things  in  or  about 
the  premises  as  fully  and  effectually  as  I  in  person  could  do ;  And  I  hereby 
undertake  to  ratify  all  that  the  said  E.  F.  shall  do  or  cause  to  be  done  in  or  about 
the  premises  under  and  by  virtue  of  these  presents ;  And  I  hereby  declare  that 
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this  power  of  attorney  is  irrevocable  for  twelve  calendar  months  from  the  date 
hereof;  In  witness,  &c.  {as  in  Form  1). 

ScHEDDLE  OF  Debts  to  wMch  above  Power  of  Attorney  refers : — 
(Here  follow  the  names  and  addresses  of  the  debtors^  with  the  respective  and 
several  amounts  due  by  them.) 


Form  3,  Power  of  Attorney  to  collect  Debts  (Longer  Form) 

This    Indenture    made    the  day    of  Nineteen 

hundred  and  ,  between  A.  B.,  of  ,  of  the  one  part,  and 

C.  D.,  of  ,  of  the  other  part : 

Whereas  various  debts,  sums  of  money,  goods,  chattels,  and  eflFects  are  due, 
and  may  hereafter  from  time  to  time  be  due  to  the  said  A.  B.,  from  certain 
persons  named  in  the  schedule  hereto ;  And  whereas  the  said  C.  D.  has  agreed  to 
act  as  attorney  for  the  said  A.  B.  in  the  matter  of  the  collection  of  such  debts, 
sums  of  money,  goods,  chattels,  and  effects  in  consideration  of  the  remuneration 
af  termentioned : 

Now  this  Indenture  witnesseth  that  the  said  A.  B.  doth  hereby  appoint  the 
said  C.  D.  his  attorney  for  and  in  the  name  and  for  the  use  and  benefit  of  the 
said  A.  B.,  to  do  all  or  any  of  the  following  acts  and  things,  that  is  to 
say: 

First,  To  demand  and  receive  from  any  of  the  persons  named  in  the  schedule 
hereto  the  debt  or  debts,  sum  or  sums  of  money,  goods,  chattels,  and  effects,  or 
any  of  them,  stated  in  such  schedule  to  be  due  to  the  said  A.  B.  from  him  or  them, 
and  also  every  and  all  other  debt  or  debts,  sum  or  sums  of  money,  goods,  chattels, 
and  effects  not  mentioned  in  such  schedule  that  is  or  are  now  or  shall  hereafter  from 
time  to  time  become  due  to  the  said  A.  B.  from  him  or  them,  and  the  fact  of 
which  being  due  the  said  A.  B.  shall  at  any  time  hereafter,  by  writing  under  his 
hand,  intimate  to  the  said  C.  D. 

Second,  Upon  receipt  of  the  said  debt  or  debts,  sum  or  sums  of  money,  goods, 
chattels,  and  effects,  or  any  of  them  or  any  part  of  them,  to  execute,  sign,  and 
give  good  and    sufficient  receipts,   releases,   and  discharges,   for  and   from   the 


Third,  Upon  non-payment  or  non-delivery  of  the  said  debt  or  debts,  sum  or 
sums  of  money,  goods,  chattels,  and  effects,  or  any  of  them  or  any  part  of  them,  to 
commence,  prosecute,  and  carry  on,  either  in  his  own  name  or  in  name  of  the  said 
A.  B.,  any  action,  prosecution,  or  other  legal  proceedings  in  any  court  of  justice, 
and  to  exercise  and  resort  to  all  other  customary  and  lawful  actions,  remedies, 
proceedings,  and  powers  by  which  payment,  delivery,  and  possession  of  the  same 
may  be  obtained. 

Fourth,  To  settle,  compromise,  and  compound  for  the  said  debt  or  debts,  sum 
or  sums  of  money,  goods,  chattels,  and  effects,  or  any  of  them  or  any  part  of  them ; 
to  accept  money  for  goods,  chattels,  or  effects,  and  goods,  chattels  and  effects  for 
money ;  to  give  time  and  indulgence  for  the  payment  and  delivery  of  the  said 
debt  or  debts,  sum  or  sums  of  money,  goods,  chattels,  and  effects,  or  any  of  them 
or  any  part  of  them,  and  to  accept  such  security  or  securities  for  the  payment  and 
delivery  of  the  same,  all  as  the  said  C.  D.  shall  think  fit. 

Fifth,  To  submit  to  arbitration  any  doubt  or  difference  or  matter  relating  to 
the  said  debt  or  debts,  sum  or  sums  of  money,  goods,  chattels,  and  effects,  or  any 
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of  them  or  any  part  of  them,  and  to  execute,  sign,  and  make  any  deed  or  writing 
required  to  constitute  or  give  effect  to  such  submission. 

Sixth,  To  employ  such  solicitor  or  solicitors,  agent  or  agents,  and  person  or 
persons  as  may  from  time  to  time,  in  the  discretion  of  the  said  C.  D.,  be  necessary 
and  proper  for  any  of  the  purposes  and  proceedings  above  mentioned,  at  such 
remuneration,  fees,  salaries,  or  wages  as  are  usual,  or  as  the  said  C.  D.  shall  think 
fit,  and  to  retain  the  remuneration,  fees,  salaries,  and  wages  so  paid  out  of  the 
moneys,  goods,  chattels,  and  effects  which  from  time  to  time  the  said  C.  D.  shall 
recover  and  get  in  under  and  by  virtue  of  these  presents. 

Seventh,  And  generally  to  do  and  execute  all  such  other  things,  matters,  and 
acts  as  may  be  necessary  and  proper  for  the  purposes  above  mentioned,  or  any  of 
them,  as  fully  and  effectually  as  if  the  said  A.  B.  in  person  did  and  executed  the 
same. 

And  the  said  A.  B.  doth  hereby  undertake,  from  time  to  time  and  at  all 
times  hereafter,  to  ratify  everything  which  the  said  C.  D.,  or  any  solicitor,  agent, 
or  person  employed  by  him  as  above  mentioned  shall  do,  or  cause  to  be  done,  in 
or  about  the  premises  under  and  by  virtue  of  these  presents. 

And  the  said  A.  B.  doth  hereby  declare  that  this  power  of  attorney  is 
irrevocable  for  twelve  calendar  months  from  the  date  hereof;  And  the  said  A.  B. 
doth  hereby  agree  with  the  said  C.  D.  that  the  said  C.  D.  shall  receive,  and 
may  retain  to  his  own  use  out  of  the  moneys,  goods,  chattels,  and  effects  which 
from  time  to  time  he  shall  recover  and  get  in  under  and  by  virtue  of  these 
presents,  over  and  above  the  remuneration,  fees,  salaries,  and  wages  retained  as 
above  mentioned,  by  way  of  remuneration  for  his  services  in  or  about  the 
premises,  a  commission  calculated  on  the  moneys,  goods,  chattels,  and  effects 
which  from  time  to  time  he  shall  recover  and  get  in  under  and  by  virtue  of  these 
presents,  at  the  rate  of  per  centum  of  the  value  recovered  and  got  in,  and 

in  case  of  difference  or  dispute  between  the  said  A.  B.  and  C.  D.  regarding  such 
value,  such  difference  and  dispute  shall  be  referred  to  the  award  of  E.  F., 
of  ,  as  arbitrator,  to  determine  the  same. 

And  the  said  C.  D.  doth  hereby  covenant  and  agree  with  the  said  A.  B., 
that  he,  the  said  C.  D.,  his  executors  and  administrators,  will  from  time  to  time 
pay  and  deliver,  or  cause  to  be  paid  and  delivered,  to  the  said  A.  B.,  his  execu- 
tors, administrators,  and  assigns,  and  to  such  other  person  or  persons,  and  at  such 
time  or  times,  as  the  said  A.  B.,  or  they,  or  any  of  them  shall,  under  his  or 
their  hand,  or  their  respective  hands,  appoint  or  direct,  the  said  debt  or  debts, 
sum  or  sums  of  money,  goods,  chattels,  and  effects,  or  any  of  them,  or  any  part  of 
them,  which  from  time  to  time  the  said  0.  D.  shall  recover  and  get  in,  and 
which  from  time  to  time  shall  come  into  the  hands,  or  respective  hands,  of  the 
executors  and  administrators  of  the  said  C.  D.,  under  and  by  virtue  of  these  presents. 
In  witness  whereof  the  parties  hereto  have  hereunto  set  their  hands  and 
seals  the  day  of  ,  Nineteen  hundred  and 


0 


Signed,  sealed,  and  delivered,  &c.,  A.  B. 

{Two  witnesses  to  each  signature,)  C.  D. 

Schedule  op  Debts,  sums  of  money,  goods,  chattels,  and  effects  referred  to  in 
above  Indenture. 

{Here  follow  particulars  of  the  matters  referred  to.) 
5 
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Form  4,  Power  of  Attorney  to  Execute  a  Deed 

Know  all  men  by  these  presents,  that  I,  A.  B.,  of  ,  do  hereby 

APPOINT  C.  D.,  of  ,  my  attorney,  in  my  name  and  on  my  behalf,  to 

receive  from  E.  F.,  of  ,  or  his  agent  or  attorney,  lawfully  authorised, 

the  sum  of  £1500,  being  the  price  agreed  to  be  paid  by  the  said  E.  F.  for  the 
freehold  farm  known  as  ,  situated  in  the  parish  of  , 

and  county  of  ,  and  all  my  estate  and  interest  therein,  and  upon 

receipt  of  the  said  sum  of  £1500,  in  my  name,  and  on  my  behalf,  and  as  my  act 
and  deed,  to  sign,  seal,  and  deliver  a  certain  indenture,  already  prepared  and 
engrossed,  or  intended  to  be  shortly  engrossed,  intended  to  bear  date  the 
day  of  ,  Nineteen  hundred  and  ,  and  to  be  made  between 

me,  the  said  A.  B.,  of  ,  and  the  said  E.  F.,  of  ,  and  to 

be  an  assurance  ;   And  also,  in  my  name,  and  on  my  behalf,  to 

indorse  and  sign  on  the  said  indenture  a  proper  and  effectual  receipt  for  the 
said  sum  of  £1500,  and  to  execute  and  do  all  other  acts,  deeds,  matters,  or 
things  which  the  said  C.  T>.  shall  deem  to  be  necessary  or  expedient  for  the 
purpose  of  assuring  the  said  freehold  farm  of  ,  and  all  my  estate  and 

interest  therein,  to  the  said  E.  F. ;  And  I  hereby  undertake  to  ratify  all  that 
the  said  C.  D.  shall  do  or  cause  to  be  done  or  purport  to  do  or  cause  to  be  done, 
in  or  about  the  premises,  under  and  by  virtue  of  these  presents ;  In  witness,  &c. 
(as  in  Form  1). 

Form  5,  Power  of  Attorney  to  Sell  and  Transfer  Stocks 
and  Shares 

To  ALL  to  whom  these  presents  shall  come,  greeting :  Whereas  I,  A.  B., 
of  ,  am  about  to  leave  the  United  Kingdom  of  Great  Britain 

and  Ireland,  and  to  reside  for  a  time  in  foreign  parts ;  And  whereas  I  have 
requested  C.  D.,  of  ,  to  act  for  me  during  my  absence  in  relation  to 

my  investments  in  Stock  Exchange  securities  ;  And  whereas  the  said  C.  D.  has 
agreed  to  act  for  me  in  relation  to  my  said  investments  during  my  absence : 
jSTow  know  ye  that  I,  the  said  A.  B.,  do  hereby  appoint  the  said  C.  D.  my 
attorney,  in  my  name  or  in  his  own  name,  and  on  my  behalf,  to  execute  and  do  the 
following  acts,  deeds,  matters,  or  things,  or  any  of  them,  that  is  to  say : 

First,  To  sell  all  or  any  stocks,  shares,  annuities,  debentures,  debenture  stocks, 
bonds,  obligations,  and  other  marketable  securities  and  investments  of  a  like  nature, 
whether  British,  Colonial,  or  foreign,  belonging  to  me,  and  with  the  proceeds  of 
such  sales  from  time  to  time  in  his  hands,  from  time  to  time  to  purchase,  sub- 
scribe to,  or  invest  in  other  stocks,  shares,  annuities,  debentures,  debenture 
stocks,  bonds,  obligations,  and  other  marketable  securities  and  investments. 

Second,  For  the  above-mentioned  purposes,  to  employ  and  pay  all  necessary 
and  proper  brokers,  auctioneers,  and  other  agents. 

Third,  To  execute  and  do  all  acts,  deeds,  orders  for  payment  of  money,  and 
other  instruments,  matters  or  things  necessary  and  proper  for  the  purpose  of  trans- 
ferring and  assuring  stocks,  shares,  annuities,  debentures,  debenture  stocks,  bonds, 
obligations,  and  other  marketable  securities  and  investments  or  any  of  them  sold 
as  above  mentioned  to  the  purchaser  or  purchasers  thereof,  and  of  taking  transfers 
of  and  accepting  in  my  name  stocks,  shares,  annuities,  debentures,  debenture  stocks, 
bonds,  obligations,  and  other  marketable  securities  and  investments  bought,  sub- 
scribed to,  or  invested  in  as  above  mentioned. 
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Fourth^  To  execute  and  give  good  and  proper  receipts  and  discharges  for 
all  purchase  or  other  money  or  moneys  payable  in  respect  of  sales,  transfers,  and 
assurances  of  such  stocks,  shares,  annuities,  debentures,  debenture  stocks,  bonds, 
obligations,  and  other  marketable  securities  and  investments,  or  any  of  them. 

Fifth,  To  exercise,  execute,  perform,  and  do  all  rights,  privileges,  duties,  acts, 
deeds,  matters,  and  things  appertaining  and  belonging  to  me  as  holder  of  stocks, 
shares,  annuities,  debentures,  debenture  stocks,  bonds,  obligations,  and  other 
marketable  securities  and  investments,  or  any  of  them  held  by  me  or  bought, 
subscribed  to,  or  invested  in  for  me  as  above  mentioned. 

Sixth,  To  substitute  and  appoint  in  the  place  of  him,  the  said  C.  D.,  for  any 
of  the  purposes  above  mentioned,  one  or  more  attorney  or  attorneys  to  exercise, 
execute,  use,  and  enjoy  as  my  attorney  and  attorneys  all  or  any  of  the  powers 
hereby  conferred,  and  from  time  to  time  to  revoke  such  substitution  and  appoint- 
ment, and  to  substitute  and  appoint  any  other  person  or  persons  in  the  place  of 
such  attorney  and  attorneys  all  as  he  the  said  C.  D.  shall  think  fit. 

And  I  HEREBY  undertake  to  ratify  all  that  the  said  C.  D.,  or  that  any  person 
or  persons  employed  by  him  or  substituted  and  .appointed  by  him  as  my  attorney 
and  attorneys  shall  do  or  cause  to  be  done,  or  purport  to  do  or  cause  to  be  done  in 
or  about  the  premises  under  and  by  virtue  of  these  presents ;  And  I  hereby  declare 
that  this  power  of  attorney  is  irrevocable  for  twelve  calendar  months  from  the 
date  hereof. — In  witness,  &c.  {as  in  Form  1). 

Form  6,  Agreement  between  Merchants  in  this  Country  and 
a  Representative  Abroad 

Agreement  made  this  day  of  ,  Nineteen  hundred  and  , 

between  the  A.  B.  Co.,  Limited  (hereinafter  called  the  principals), 
of  the  one  part  and  C.  D.  of  (hereinafter  called  the  agent) 

of  the  other  part,  as  follows  : — 

First,  The  principals  engage  the  agent,  and  the  agent  agrees  to  act  as  agent  to 
the  principals  in  the  management  and  conduct  of  the  branch  business  of  the  prin- 
cipals carried  on  at  ,  in  the  colony  of  ,  for  and  during  the  term  of 
years  from  the  date  hereof. 

Second,  In  consideration  of  the  services  of  the  agent  as  aforesaid,  the  principals 
agree  during  the  continuance  of  such  services  to  pay  and  allow  to  the  agent  a 
salary  at  the  rate  of  £  per  annum  payable  quarterly  on  the  31st  of  March, 

30th  of  June,  30th  of  September,  and  31st  of  December  in  each  year,  the  first 
payment  to  be  made  on  the  next  for  the  period  from  the  date  hereof,  and 

also  a  commission  at  the  rate  of  per  cent,  on  all  sales  effected  by  the  af^ent 

in  any  year  over  and  above  the  sum  of  £  ,  the  first  payment  of  such  com- 

mission to  be  made  twelve  calendar  months  from  the  date  of  the  agent's  arrival 
at  aforesaid,  and  the  next  and  succeeding  payments  to  be  made  on  the 

■corresponding  date  in  each  succeeding  year,  and  the  agent  shall  have  power  to 
retain  his  salary  and  commission  when  due  as  aforesaid  out  of  the  first  moneys  in 
his  hands  or  coming  into  his  hands  on  or  after  such  salary  and  commission 
becoming  due. 

Third,  The  principals  will  pay  to  the  agent  on  the  signing  hereof  a  sum  of 
£>  to  cover  the  tiavelling  expenses  of  the  agent  out  to  the  said  colony 

-of 

Fourth,  The  agent  shall  have  full  power  to  buy,  sell,  barter  or  exchange  any 
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merchandise,  stock,  and  articles  usually  and  properly  dealt  with  and  traded  in  by 
the  principals  in  their  business,  or  which  the  agent  may  consider  likely  to  turn 
out  profitably  and  to  the  interest  of  the  principals  in  their  business,  and  shall 
also  exert  himself  to  the  utmost  to  find  a  profitable  market  for  and  to  sell 
such  merchandise,  stock,  and  articles  of  whatsoever  kind  and  description  as  the 
principals  shall  despatch  to  the  agent  and  supply  the  agent  with  for  the  purposes 
of  sale. 

Fifths  The  agent  shall  have  full  power  to  engage,  hire,  and  employ  such 
agents,  clerks,  and  other  assistants  as  shall  be  necessary  and  proper  for  the  pur- 
poses of  the  said  branch  business  and  the  sale  of  the  merchandise,  stock,  and 
articles  above  mentioned,  and  to  charge  the  salaries,  wages,  and  expenses  of  the 
same  to  the  account  of  the  principals,  and  to  reimburse  himself  in  respect  of  the 
same  so  far  as  can  be  out  of  the  moneys  received  by  him  from  time  to  time  on 
account  of  the  principals. 

Sixth,  The  agent  will  purchase  on  account  of  the  principals  and  keep  regularly 
and  in  good  order  customary  and  lawful  books  of  account,  in  which  shall  be  entered 
all  transactions  and  other  matters  of  account  relating  to  the  said  branch  business, 
and  will,  twice  in  every  year,  as  from  and  on  the  30th  of  June  and  31st  of  December 
respectively,  make  up  and  transmit  to  the  principals  a  true  and  faithful  abstract 
of  the  same  in  such  form  and  with  such  fulness  as  the  principals  may  three  months 
before  such  date  by  writing  direct,  or  in  the  absence  of  such  direction  then  as  the 
agent  may  think  fit,  and  will  at  the  like  times  remit  to  the  principals  the  balances 
in  their  favour  which  such  abstracts  of  account  shall  show. 

Seventh,  In  the  event  of  the  agent  becoming  incapable  of  performing  his 
duties  through  ill-h2alth,  certified  by  two  medical  men  approved  by  the  principals 
to  be  of  a  permanent  nature  or  caused  by  the  climate  of  the  said  colony  not 
agreeing  with  the  agent,  then  it  will  be  open  to  either  the  principals  or  the  agent 
to  terminate  this  agreement  prior  to  the  effluxion  of  the  aforesaid  term  of  years 
by  six  calendar  months'  notice  in  writing  to  the  agent  or  the  principals  as  the  case 
may  be,  the  said  six  calendar  months  to  be  reckoned  from  the  date  at  which  it 
would  in  the  ordinary  course  of  post  be  delivered  to  the  party  to  whom  sent,  and 
thereupon,  at  the  expiration  of  such  six  calendar  months,  this  agreement  shall  come 
to  an  end,  and  the  agent  shall  in  his  closing  account  be  entitled  to  charge  to  the 
account  of  the  principals  a  sum  of  like  amount  to  that  stated  in  paragraph  three 
hereof,  to  cover  the  travelling  expenses  of  the  agent  back  to  England. 

Eighth,  Upon  the  termination  of  this  agreement  either  by  notice  as  aforesaid 
or  by  effluxion  of  time,  the  agent  shall  remit  to  the  principals  such  balance  of 
money  as  may  be  then  in  his  hands,  and  also  a  final  abstract  of  account  showing 
how  the  same  is  arrived  at,  and  shall  further  deliver  over  to  the  principals  or  their 
attorney  or  agent  all  merchandise,  stock,  and  articles  that  may  be  then  in  his- 
hands  belonging  to  the  principals,  or  dispose  of  the  same  as  the  principals  shall  by- 
writing  previously  direct. 

Witness  to  the  signature  of  the  said  For  and  on  behalf  of 

The  A.  B.  Co.,  Ltd.,  .  The  A.  B.  Co.,  Limited. 

M.  K. 
Witness  to  the  signature  of  the  said 

C.  D.,  .  C.  D. 
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Form  7,  Revocation  of  Power  of  Attorney 
To  ALL  to  whom  these  presents  shall  come  greeting  :  Whereas  by  deed  dated 
the  day  of  ,  Nineteen  hundred  and  ,  I,  A.  B.,  of 

,  appointed  C.  D.,  of  ,  my  attorney  during  my  absence 

for  a  time  in  foreign  parts  in  my  name  and  on  my  behalf  to  execute  and  do 
certain  acts,  deeds,  matters,  and  things  in  relation  to  my  investments  in  Stock 
Exchange  securities  more  particularly  described  and  specified  in  the  said  deed  : 
Now  KNOW  YE  that  I  hereby  revoke  the  said  deed  and  power  of  attorney  and 
every  power  and  authority  thereby  conferred :  Provided  however  that  nothing 
herein  contained  shall  in  any  wise  affect  the  validity  of  any  act,  deed,  matter,  or 
thing  executed  and  done  by  the  said  C.  D.,  under  or  by  virtue  of  the  powers 
conferred  on  him  by  the  said  deed  before  the  said  C.  D,  shall  receive  notice  of 
the  revocation  thereof  herein  contained. 


In  witness,  &c.  {as  in  Form  1).  A.  B.  f  l.s. 

John  R.  M'Ilraith. 
Auditors'  Certificates  and   Reports 

The  certificates  and  reports  given  by  auditors  may  be  divided  into  two 
general  classes  :  firstly,  those  given  in  their  capacity  as  auditors  of  some 
company  or  other  undertaking  incorporated  under  some  public  or  private 
Act  of  Parliament;  and  secondly,  those  given  to  private  clients  in  accordance 
with  the  well-defined  instructions  received  from  them.  Of  the  former 
class  the  audit  of  a  company  registered  under  the  Companies  Acts  is  the 
most  familiar,  and  the  audit  of  a  private  firm's  accounts  and  the  allocation 
of  profits  between  the  partners  is  the  commonest  instance  of  the  latter. 

The  extent  of  the  duties  and  liabilities  of  the  auditor  of  a  limited 
company  or  other  more  or  less  public  corporation  are  largely  regulated  by 
statute  and  case  law,  the  principal  authority  being  the  Companies  Act  of 
1900,  which  embodies  the  only  audit  provisions  which  are  applicable  to  all 
companies  registered  under  the  Companies  Acts.  These  provisions  apply 
whether  the  company's  articles  prescribe  audit  regulations  or  not,  and  if 
these  regulations  are  less  thorough  the  provisions  of  the  Act  over-rule 
them.  In  other  words,  a  company's  articles  of  association  may  amplify  but 
not  modify  the  provisions  of  the  1900  Act,  and  this  is  the  case  with  all 
companies  registered  under  the  Acts,  whether  such  registration  were  prior 
or  subsequent  to  the  passing  of  the  Act.  In  the  course  of  an  audit  of  such 
an  undertaking,  the  principle  to  be  kept  before  the  mind  of  the  auditor  is 
that  he  is  acting  in  a  representative  capacity,  and  he  must  apply  himself 
with  that  measure  of  energy  and  ability  which  a  business  man  would  bring 
to  bear  upon  his  own  affairs,  and  having  satisfied  himself  regarding  the 
financial  condition  of  the  undertaking,  he  must  lay  his  conclusions  before 
those  interested,  not  only  in  such  a  way  as  wall  set  them  upon  a  further 
inquiry,  but  in  such  form  as  will  put  them  in  possession  of  the  full  facts  of 
the  case. 

The  duties  of  the  auditor  of  a  private  firm  are  the  subject-matter  of 
contract  between  the  auditor  and  the  client,  and  failing  precise  instructions 
as  to  the  work  to  be  undertaken,  the  auditor  must  use  his  own  discretion 
as  to  what  he  is  required  or  expected  to  do,  and  what  may  safely  be  left 
undone.  Obviously,  much  that  would  require  close  investigation  in  the 
case  of  a  company  can  be  presumed  to  be  quite  in  order  in  the  case  of  a 
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private  firm  where  the  partners  are  keen  business  men  and  in  constant 
attendance  on  the  partnership  interests.  The  particular  circumstances  of 
the  case  must  govern  the  auditor's  decisions,  for  what  would  be  a  thorough 
discharge  of  his  duties  where  all  the  partners  are  actively  engaged  in  the 
business  would  not  be  equally  thorough  were  he  acting  in  the  interests  of 
a  sleeping  partner.  If  the  audit  is  being  undertaken  with  some  specific 
purpose  in  view,  such  as  amalgamation  of  firms  or  the  flotation  of  the 
concern  as  a  limited  company,  the  auditor  must  keep  this  purpose  before 
him  in  deciding  the  course  and  depth  of  his  investigation.  (For  clauses  of 
reports  for  such  purposes  see  *'  Amalgamations,"  ante.) 

From  what  has  been  said,  it  is  clear  that  the  certificates  and  reports  to 
be  issued  must  vary  materially  in  their  form  and  substance,  and  we  shall 
therefore  divide  the  subject  into  the  two  general  classes  already  cited — 
namely,  those  issued  under  some  public  or  private  Act  of  Parliament  and 
those  issued  to  private  clients  on  their  instructions. 


I.  Certificates  and  Reports  on  the  Affairs  of  Companies  and 
OTHER  Corporations  and  Associations 

This  division  of  the  subject  will  be  most  conveniently  treated  under 
the  following  sub-heads  : — 

1.  Trading  Companies  registered  under  the  Companies  Acts. 

2.  Banking,  Insurance,  and  Railway  Companies. 

3.  Building  Societies. 

4.  Friendly  Societies. 

1.  Trading  Companies  Registered  under  the  Companies  Acts 

There  are  no  provisions  in  the  Companies  Act,  1862,  for  the  audit  of 
accounts,  and  the  audit  provisions  of  the  Act  of  1879  were  only  made 
applicable  to  banking  companies;  but  the  ordinary  trading  companies 
registered  prior  to  the  passing  of  the  Companies  Act,  1900,  had,  however, 
commonly  adopted  the  provisions  of  Table  A  in  the  First  Schedule  of  the 
Companies  Act,  1862,  as  their  audit  requirements,  the  principal  of  which 
are  the  following  : — 

Article  83.  Once  at  least  in  every  year  the  accounts  of  the  company 
shall  be  examined,  and  the  correctness  of  the  balance-sheet 
ascertained  by  one  or  more  auditor  or  auditors. 

Article  92.  Every  auditor  shall  be  supplied  with  a  copy  of  the 
balance-sheet,  and  it  shall  be  his  duty  to  examine  the  same,  with 
the  accounts  and  vouchers  relating  thereto. 

Article  93.  Every  auditor  shall  have  a  list  delivered  to  him  of  all 
books  kept  by  the  company,  and  shall  at  all  reasonable  times 
have  access  to  the  books  and  accounts  of  the  company :  He  may, 
at  the  expense  of  the  company,  employ  accountants  or  other 
persons  to  assist  him  in  investigating  such  accounts,  and  he  may 
in  relation  to  such  accounts  examine  the  directors  or  any  other 
oflScer  of  the  company. 

Article  94.  The  auditors  shall  make  a  report  to  the  members  upon 
the  balance-sheet  and  accounts,  and  in  every  such  report  they 
shall  state  whether,  in  their  opinion,  the  balance-sheet  is  a  full 
and  fair  balance-sheet,   containing  the  particulars   required  by 
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these  regulations,  and  properly  drawn  up  so  as  to  exhibit  a  true 
and  correct  view  of  the  state  of  the  company's  affairs,  and  in 
case  they  have  called  for  explanations  or  information  from  the 
directors,  whether  such  explanations  or  information  have  been 
given  by  the  directors,  and  whether  they  have  been  satisfactory  ; 
and  such  report  shall  be  read,  together  with  the  report  of  the 
directors,  at  the  ordinary  meeting. 

It  should  be  remembered  that  these  provisions  apply  to  all  companies 
which  have  not  specially  excluded  them,  and  now  that  by  the  Act  of  1900 
the  audit  provisions  applicable  to  all  companies  have  been  amended,  the 
regulations  of  Table  A  and  the  provisions  of  the  1900  Act  must  be  read 
together ;  and  where  Table  A  does  not  apply,  the  provisions  of  the  1900 
Act  must  be  read  along  with  the  special  articles  of  the  company.  In  the 
case  of  inconsistency  between  the  provisions  of  Table  A  or  the  company's 
special  articles  and  the  provisions  of  the  1900  Act,  the  latter  must  over- 
rule the  former. 

The  Companies  Act  of  1900  enacts  in  sec.  23  as  follows,  with  regard 
to  the  duties  of  the  auditor: — 

Every  auditor  of  a  company  shall  have  a  right  of  access  at  all  times 
to  the  books  and  accounts  and  vouchers  of  the  company,  and 
shall  be  entitled  to  require  from  the  directors  and  officers  of  the 
company  such  information  and  explanation  as  may  be  necessary 
for  the  performance  of  the  duties  of  the  auditors,  and  the  auditors 
shall  sign  a  certificate  at  the  foot  of  the  balance  sheet,  stating 
whether  or  not  all  their  requirements  as  auditors  have  been 
complied  with,  and  shall  make  a  report  to  the  shareholders  on 
the  accounts  examined  by  them,  and  on  every  balance  sheet  laid 
before  the  company  in  general  meeting  during  their  tenure  of 
office ;  and  in  every  such  report  shall  state  whether,  in  their 
opinion,  the  balance  sheet  referred  to  in  the  report  is  properly 
drav/n  up,  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of 
the  company's  affairs,  as  shown  by  the  books  of  the  company ; 
and  such  report  shall  he  read  before  the  company  in  general 
meeting. 

Reference  is  made  to  the  "  Encyclopaedia  of  Accounting,"  Vol.  I.  p.  172, 
for  the  terms  of  an  Opinion,  prepared  by  eminent  counsel,  at  the  instance 
of  the  Institute  of  Chartered  Accountants  in  England  and  Wales,  on  the 
construction  of  the  foregoing  section,  but  notwithstanding  this  opinion,  the 
practice  of  the  profession  differs  widely  with  regard  to  the  form  of  certifi- 
cate and  report  referred  to  in  the  said  section.  The  docquet  to  be  signed 
by  the  auditor  must  cover  two  specific  points :  first,  whether  his  require- 
ments have  been  complied  with ;  and  second,  the  result  of  his  audit  of  the 
accounts,  with  special  reference  to  the  balance  sheet.  The  former  particular 
is  referred  to  as  the  certificate,  the  latter  as  the  report.  It  is  contended 
by  some  that  both  certificate  and  report  can  advantageously  be  printed  at 
the  foot  of  the  balance  sheet,  so  that  the  whole  information  required  by 
statute  is  before  any  one  handling  the  published  accounts  of  the  concern, 
(and  it  is  certainly  misleading  to  publish  a  company's  accounts  with  a 
certificate  as  to  requirements  appended  thereto,  but  without  the  report  as 
to  the  accuracy  of  the  balance  sheet  itself,  especially  if  the  company's 
auditor  has  issued  any  special  report  thereon  which  would  affect  an  out- 
sider's interpretation  of  the  balance  sheet).     Others  hold  that  by  appending 
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both  sections  of  the  docquet  to  the  balance  sheet,  the  opportunity  for 
making  a  confidential  report  to  the  shareholders  on  any  matter  prejudicial 
to  the  company's  interests  is  lost,  unless  a  change  of  practice  is  resorted 
to,  which  itself  would  result  in  attracting  undue  attention  of  creditors  or 
outsiders  to  the  matter  which  it  is  desired  to  keep  private.  The  sup- 
porters of  the  two  methods  embrace  well-known  authorities,  and  it  is 
therefore  meantime  a  matter  of  individual  preference  which  rule  should 
obtain,  a  practitioner  weighing  for  himself  the  desirability  of  printing  the 
certificate  regarding  his  requirements  at  the  foot  of  the  balance  sheet,  and 
submitting  a  separate  report  which  is  only  to  be  read  to  the  shareholders 
in  general  meeting — that,  on  the  one  hand,  as  literally  required  by  statute ; 
or  whether  he  would  have  both  the  certificate  and  report  printed  at  the  foot 
of  the  balance  sheet,  thereby  committing  himself  to  a  practice  w^hich,  in 
the  event  of  his  requiring  to  make  a  confidential  statement  to  the  share- 
holders, would  necessitate  a  change  in  his  practice,  and  thereby  attract  to 
the  subject  which  he  desires  to  screen  from  the  public,  a  most  undesirable 
degree  of  publicity.  It  has  also  been  suggested  that  any  inaccuracy 
affecting  the  accounts  should  be  referred  to  in  the  printed  certificate,  and 
this  would  assuredly  overcome  the  objection  raised  as  to  misleading 
interested  parties ;  the  report  to  the  shareholders  in  this  case  would  cover 
facts  which  the  shareholders  should  know,  but  which  do  not  affect  the 
accuracy  of  the  accounts.  In  view  of  the  diversity  of  opinion  prevailing 
upon  this  point  the  common  forms  of  certificate  and  report,  separate  and 
conjoined,  are  given. 

It  should  be  observed  that  in  sec.  23  of  the  1900  Act  there  occur  the 
words,  "  as  shown  by  the  books  of  the  company,"  with  reference  to  the 
auditor's  certificate  of  the  correctness  of  the  balance  sheet.  On  this  point 
the  decision  in  the  London  and  General  Bank  case  (1895,  2  Ch.  683)  is 
instructive ;  Lord  Justice  Lindley  there  said  that  the  auditor's  "  first  duty 
is  to  examine  the  books,  not  merely  for  the  purpose  of  ascertaining  what 
they  do  show,  but  also  for  the  purpose  of  satisfying  himself  that  they  show 
the  true  financial  position  of  the  company." 

The  judgment  in  the  same  case  contains  an  important  dictum  on  the 
responsibility  of  an  auditor  of  seeing  that  any  report  he  may  have  made  on 
the  true  position  is  actually  laid  before  the  shareholders,  and  on  this  point 
see  also  In  re  Joseph  Hargreaves,  Limited,  decided  in  1900  by  Mr.  Justice 
Cozens-Hardy. 


Form  1,  Forms  suggested  by  Counsel  in  their  Opinion  on  the 
Audit  Provisions  of  the  1900  Companies  Act 

auditor's  certificate 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  I  certify  that 
all  my  requirements  as  auditor  have  been  complied  with. 

auditor's  report 

To  the  Shareholders  of  the  Company,  Limited. 

I  have  audited  the  above  Balance  Sheet  (or  the  Company's  Balance  Sheet 
dated  the  day  of  ),  and  in  my  opinion  such  Balance 

Sheet  is  properly  drawn  up,  so  as  to  exhibit  a  true  and  correct  view  of  the  state 
of  the  Company's  affairs  as  shown  by  the  books  of  the  Company. 


AUDITORS'   CERTIFICATES    AND    REPORTS  73 


Form  2,  Certificate  and  Report  separately  signed 

auditors'  certificate 


we  certify  that  all  our  requirements  as  auditors  have  been  complied  with. 

,  Auditors. 
Or  the  following : — 

In  accordance  with  the  provisions  of  Section  23  of  the  Companies  Act,  1900, 
we  hereby  certify  that  all  our  requirements  as  auditors  have  been  complied  with. 
We  have  made  a  separate  Report  on  the  above  Balance  Sheet  for  submission  to  the 
Shareholders  at  the  general  meeting  of  the  Company. 

,  Auditors. 

auditors'  report 

To  the  Shareholders  of  the  Company,  Limited. 

We  have  examined  the  books  and  accounts  of  the  Company  for  the  year 
ended  31st  December,  19  ,  and  we  beg  to  report  that  in  our  opinion  the  fore- 
going Balance  Sheet  is  a  full  and  fair  Balance  Sheet  and  contains  all  the  particulars 
required  by  the  Articles  of  the  Company,  and  is  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs  as  shown  by 
the  books  of  the  Company. 

Form  3,  Being  alternative  to  Form  2,  the  Certificate  and  Report 
being  separately  drawn  and  signed 

auditors'  certificate 

As  required  by  Section  23  of  the  Companies  Act,  1900,  we  have  to  certify 
that  all  our  requirements  as  auditors  have  been  complied  with. 

,  Auditor's. 

auditors'  report 

Report  to  the  Shareholders  of  the  Company,  Limited,  on 

the  Accounts  for  the  year  ended  31st  December,  19  . 
In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  have  to  report 
to  the  Shareholders  that  in  our  opinion  the  accounts  of  the  Company  for  the  year 
ended  31st  December,  19  ,  which  have  been  examined  by  us,  are  properly  vouched 
and  instructed,  and  that  the  Balance  Sheet,  as  at  the  31st  December,  19  ,  which 
we  have  also  examined  and  certified  is  properly  drawn  up  so  as  to  exhibit  a  true 
and  correct  view  of  the  state  of  the  Company's  affairs  as  shown  by  the  books  of 
the  Company. 

,  Auditors. 

Form  4,  Certificate  and  Report  conjoined  and  signed  as  one 

Auditors'  Certificate  and  Report  to  the  Shareholders  of  the 

Company,  Limited. 

In  accordance  with  the  provisions  of  Section  23  of  the  Companies  Act,  1900, 
we  certify  that  all  our  requirements  as  auditors  have  been  complied  with,  and  we 
further  beg  to  report  that  we  have  audited  the  books  and  accounts  of  the  Com- 
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pany  for  the  year  ending  31st  December,  19  ,  and  that  we  have  examined  the 
above  Balance  Sheet,  and  we  are  of  opinion  that  the  above  Balance  Sheet  is  a  full 
and  fair  Balance  Sheet  and  contains  all  the  particulars  required  by  the  Company's 
regulations,  and  that  it  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct 
view  of  the  state  of  the  Company's  affairs  as  shown  by  the  books  of  the  Company. 

,  Auditors. 

It  is  a  common  thing  for  a  company's  articles  to  prescribe  in  general 
terms  particulars  to  be  set  forth  in  the  annual  balance  sheet  and  the  points 
to  be  covered  by  the  auditors'  certificate,  which  certificate  the  regulations 
prescribe  shall  be  printed  on  the  said  balance  sheet.  This  is  especially  the 
case  with  companies  registered  prior  to  the  passing  of  the  1900  Act,  and 
as  the  Act  applies  even  to  those  companies,  it  may  be  necessary  to  append 
to  the  balance  sheet  the  certificate  as  required  by  the  Act,  and  also  a  short 
form  of  docquet  to  comply  with  the  articles ;  and  a  more  formal  and 
elaborate  report  would  then  be  read  to  the  Shareholders  in  general  meet- 
ing also  as  required  by  the  Act.  The  following  suggested  forms  would 
apply  to  such  cases : — 

Form  5,  Statutory  Certificate  and  Report,  and  Docquet  required 
by  Companies  Articles 

auditors'  certificate 

In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  have  to  certify 
that  all  our  requirements  as  auditors  have  been  complied  with. 

DOCQUET   REQUIRED   BY   THE   COMPANY'S   OWN   ARTICLES 

In  terms  of  Article  94  of  the  Company's  Articles  of  Association,  we  beg  to 
certify  that  we  have  examined  the  above  Balance  Sheet  of  the 
Company,  Limited,  as  at  31st  December,  19  ,  and  have  to  report  that  in  our 
opinion  the  said  Balance  Sheet  is  a  full  and  fair  Balance  Sheet,  containing  all  the 
particulars  required  by  the  regulations  of  the  Company,  and  is  properly  drawn  up 
so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs,  as 
shown  by  the  books  of  the  Company. 

,  Auditors. 

auditors'   REPORT 

In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  beg  to  report 
to  the  Shareholders  of  the  Company,  Limited,  that  we  have  examined 

the  books  and  accounts  of  the  Company  for  the  year  ended  31st  December,  19  , 
and  have  found  the  same  to  be  correct  and  sufficiently  vouched  and  instructed ; 
and  that  the  Balance  Sheet  as  at  that  date  is  properly  drawn  up  so  as  to  exhibit 
a  true  and  correct  view  of  the  Company's  afiairs,  as  shown  by  the  books  of  the 
Company,  conform  to  the  docquet  signed  by  us,  as  required  by  the  Company's 
Articles. 

,  Auditors. 

Opinion  differs  also  as  to  whether,  when  all  the  requirements  of  the 
auditors  have  not  been  complied  with,  it  is  necessary  for  them  to  state  in 
the  certificate  gi^anted  by  them  (which  certificate  must  be  printed  at  the 
foot  of  the  balance  sheet)  in  what  respects  their  requirements  have  not 
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been  complied  with.  Counsel's  opinion  on  this  point  is  that  the  specific 
failure  to  meet  the  auditors'  requirements  should  be  given  in  the  body  of 
the  certificate,  but  if  the  instances  of  non-compliance  are  numerous  and 
too  lengthy  to  be  so  treated,  then  they  are  of  opinion  that  they  may  be 
embodied  in  the  report,  the  certificate  in  such  event  containing  a  reference 
to  the  report  for  the  details.  This  opinion  is  not  very  definite,  nor  con- 
clusively stated,  and  some  practising  accountants  maintain  that  it  is  not 
necessary  to  specify  in  what  respects  the  auditors'  requirements  have  not 
been  complied  with.  In  the  view  of  this  latter  section  of  the  profession, 
the  certificate  in  the  circumstances  supposed  would  be  : — 


Form  6,  Auditors'  Certificate,  where  all  their  Requirements  have  not 

been  complied  with 

In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  have  to  certify 
that  all  our  requirements  as  auditors  have  not  been  complied  with. 

,  Auditors. 

It  cannot  be  professed  that  this  form  is  at  all  satisfactory  to  any  con- 
cerned, and  the  alternative  would  be : — 


Form  7,  Auditors'  Certificate  specifying  the  instances  of 
Non-Comnliance 


I     In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  have  to  certify 
hat  all  our  requirements  as  auditors  have  not  been  complied  with,  in  respect  that 
[or,  in  the  following  respects — ]  viz.  ,  .  , 

,  Auditors. 

Frequently  auditors  desire  to  embody  in  their  report  to  their  share- 
holders the  work  undertaken  by  them  in  the  course  of  the  audit ;  the 
following  form  gives  a  specimen  of  such  report : — 


Form  8,  Auditors'  Report 

We  hereby  certify  that  we  have  audited  the  accounts  of  the 
Company,  Limited,  for  the  year  ending  31st  December,  19  ,  and  find  the  same 
correct,  and  we  are  of  opinion  that  the  Balance  Sheet  of  the  Company  as  at  that 
date,  certified  by  us,  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view 
of  the  state  of  the  Company's  affairs,  as  shown  by  the  books  of  the  Company. 
We  have  examined  the  cash  and  bank  accounts  and  vouchers  monthly,  and 
have  carefully  checked  every  entry  in  the  Company's  ledgers,  and  we  have 
also  examined  the  Company's  securities,  and  find  them  in  order. 

,  Auditors. 

The  form  is  given  as  a  specimen  of  what  is  actually  done,  but  unless 
some  special  advantage  is  in  view,  or  some  special  precaution  has  to  be 
taken,  it  is  hardly  desirable  in  the  interests  of  the  shareholders,  creditors, 
or  the  auditors  themselves,  to  put  the  certificate  into  such  a  form  as  would 
obviously  tend  rather  to  raise  questionings  than  to  allay  them. 
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2.  Banking,  Insurance,  and  Railway  Companies 

BANKS 

In  the  Companies  Act,  1862,  s.  44,  the  class  of  companies  which  may- 
be described  in  general  terms  as  financial,  are  laid  under  special  obligations 
to  their  members  and  creditors ;  that  section  provides — 

Every  limited  banking  company  and  every  insurance  company, 
and  deposit,  provident,  or  benefit  society,  under  this  Act  shall, 
before  it  commences  business,  and  also  on  the  first  Monday  in 
February  and  the  first  Monday  in  August  in  every  year  during 
which  it  carries  on  business,  make  a  statement  in  the  form 
marked  D  in  the  first  schedule  hereto,  or  as  near  thereto  as 
circumstances  will  admit,  and  a  copy  of  such  statement  shall  be 
put  up  in  a  conspicuous  place  in  the  registered  office  of  the  company, 
and  in  every  branch  office  or  place  where  the  business  of  the 
company  is  carried  on.  .  .  . 
The  statement  referred  to  in  the  said  section  is  as  follows : — 

Form  of  Statement  required  under  Sec.  44  of  the 
1862  Companies  Act 

Form  D 

The  capital  of  the  Company  is  divided  into  shares 

of  each. 

The  number  of  shares  issued  is 

Calls  to  the  amount  of  pounds  per  share  have  been  made,  under 

which  the  sum  of  pounds  has  been  received. 

The  liabilities  of  the  Company  on  the  first  day  of  January  [or,  July]  were — 

Debts  owing  to  sundry  persons  by  the  Company — 

On  judgment,  <£ 

On  specialty,  £ 

On  notes  or  bills,  £ 

On  simple  contracts,  £ 

On  estimated  liabilities,  £ 
The  assets  of  the  Company  on  that  day  were — 

Government  securities  (stating  them),  £ 

Bills  of  exchange  and  promissory  notes,  £ 

Cash  at  the  bankers,  £ 

Other  securities,  £ 

The  Companies  Act  of  1879  enacts  special  audit  provisions  applicable 
to  banks,  but  it  will  be  observed  that  the  terms  of  sec.  7,  sub-sec.  (6), 
are  substantially  those  which  have  now  been  enacted  by  the  1900  Act  as 
applicable  to  all  companies.  Sees.  7  and  8  of  the  1879  Act,  which  are  as 
follows,  contain  the  audit  provisions  referred  to,  but  they  must  now  be  read 
along  with  the  extended  provisions  of  the  1900  Act: — 

Vll.  Audit  of  Accounts  of  Banking  Companies.  (1.)  Once  at  the 
least  in  every  year  the  accounts  of  every  banking  company 
registered  after  the  passing  of  this  Act  as  a  limited  company 
shall  be  examined  by  an  auditor  or  auditors,  who  shall  be 
elected  annually  by  the  company  in  general  meeting. 
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(2.)  A  director  or  officer  of  the  company  shall  not  be  capable  of  being 
elected  auditor  of  such  company. 

(3.)  An  auditor  on  quitting  office  shall  be  re-eligible. 

(4.)  If  any  casual  vacancy  occurs  in  the  office  of  any  auditor  the 
surviving  auditor  or  auditors  (if  any)  may  act,  but  if  there  is 
no  surviving  auditor,  the  directors  shall  forthwith  call  an 
extraordinary  general  meeting  for  the  purpose  of  supplying  the 
vacancy  or  vacancies  in  the  auditorship. 

(5.)  Every  auditor  shall  have  a  list  delivered  to  him  of  all  books  kept 
by  the  company,  and  shall  at  all  reasonable  times  have  access 
to  the  books  and  accounts  of  the  company ;  and  any  auditor 
may,  in  relation  to  such  books  and  accounts,  examine  the 
directors  or  any  officer  of  the  company :  Provided  that  if  a 
banking  company  has  branch  banks  beyond  the  limits  of 
Europe,  it  shall  be  sufficient  if  the  auditor  is  allowed  access  to 
such  copies  of  and  extracts  from  the  books  and  accounts  of  any 
such  branch  as  may  have  been  transmitted  to  the  head  office 
of  the  banking  company  in  the  United  Kingdom. 

(6.)  The  auditor  or  auditors  shall  make  a  report  to  the  members  on 
the  accounts  examined  by  him  or  them,  and  on  every  balance 
sheet  laid  before  the  company  in  general  meeting  during  his 
or  their  tenure  of  office ;  and  in  every  such  report  shall  state 
whether,  in  his  or  their  opinion,  the  balance  sheet  referred  to 
in  the  report  is  a  full  and  fair  balance  sheet  properly  drawn  up, 
so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the 
company's  affairs,  as  shown  by  the  books  of  the  company ;  and 
such  report  shall  be  read  before  the  company  in  general 
meeting. 

(7.)  The  remuneration  of  the  auditor  or  auditors  shall  be  fixed  by  the 
general  meeting  appointing  such  auditor  or  auditors,  and  shall 
be  paid  by  the  company. 
VIII.  Signature  of  Balance  Sheet.  Every  balance  sheet  submitted  to 
the  annual  or  other  meeting  of  the  members  of  every  banking 
company  registered  after  the  passing  of  this  Act  as  a  limited 
company  shall  be  signed  by  the  auditor  or  auditors,  and  by  the 
secretary  or  manager  (if  any),  and  by  the  directors  of  the 
company,  or  three  of  such  directors  at  the  least. 

It  will  be  seen  that  the  forms  of  certificates  and  reports  by  auditors  of 
bank  accounts  must  so  far  as  statutory  provisions  go  be  similar  to  those 
issued  with  reference  to  the  affairs  of  other  companies,  excepting  with 
regard  to  the  proviso  in  sub-sec.  5,  suyra.  The  variations  in  the  certifi- 
cates which  are  actually  granted  by  bank  auditors,  specimens  of  which  are 
given  below,  are  therefore  dictated  by  the  special  circumstances  of  a  bank 
audit. 

Form  1,  Certificate  and  Report  on  Bank  Audit 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify 
that  all  our  requirements  as  auditors  have  been  complied  with,  and  having 
satisfied  ourselves  of  the  correctness  of  the  cash  balances,  and  examined  the 
securities  held  against  the  money  at  call  and  short  notice,  and  those  representing 
the  investments  of  the  bank ;  and  having  examined  the  foregoing  Balance  Sheet 
and  profit  and  loss  account  and  compared  them  with  the  books  of  the  Company, 
we  report  to  the  shareholders  that  in  our  opinion  such  Balance  Sheet  is  a  full  and 
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fair  Balance  Sheet,  and  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct 
view  of  the  state  of  the  Company's  affairs  as  shown  by  the  books  of  the  Company. 

,  Auditors. 

Form  2,  Another  Form  of  Bank  Auditors'  Certificate  and  Report 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify  that 
all  our  requirements  as  auditors  have  been  complied  with. 

We  report  that  we  have  satisfied  ourselves  as  to  the  correctness  of  the  cash 
balances  and  the  bills  of  exchange,  and  we  have  verified  the  correctness  of  the 
money  at  call  and  short  notice,  Government  securities,  and  other  investments,  and 
having  examined  the  above  Balance  Sheet  with  the  books  at  the  head  office  and 
with  the  certified  returns  from  the  branches,  we  are  of  opinion  that  it  is  full 
and  fair  and  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the 
state  of  the  Company's  affairs  as  shown  by  the  books. 

,  Auditors. 

Insurance  Companies 

Most  of  the  fire  insurance  business  in  this  country  is  carried  on  by 
companies  registered  under  the  Companies  Acts,  and  the  form  of  auditors' 
certificate  and  report  will  therefore  be  the  same  as  that  granted  to  an 
ordinary  trading  company,  except  that  as  these  companies  usually  have 
their  funds  largely  invested,  the  auditor  must  examine  the  securities  held 
for  these  investments  and  should  state  in  his  certificate  that  he  has  done 
so.  The  form  of  such  a  clause  for  embodiment  in  a  certificate  will  be 
found  in  one  of  the  following  forms,  given  as  applicable  to  life  assurance 
companies.  Section  44  of  the  Act  of  1862  and  Form  D  in  the  First 
Schedule  of  that  Act  are  also  referred  to  as  applicable  to  insurance  com- 
panies. Life  assurance  business  may  be  carried  on  by  companies  which 
also  conduct  insurance  business  of  other  kinds,  and  these  companies  will 
commonly  be  found  incorporated  under  the  Companies  Acts,  and  the  audit 
provisions  of  the  1900  Act  therefore  apply  to  them.  In  other  cases 
the  life  offices  are  mutual,  not  proprietary,  and  while  the  form  of  accounts 
is  the  same,  being  prescribed  by  the  Life  Assurance  Companies  Act,  1870, 
the  form  of  auditor's  certificate  is  not  prescribed.  (For  Forms  of  Accounts 
see  "  Life  Assurance  Office  Accounts,"  ;post)  In  the  case  of  those 
companies  which,  as  already  indicated,  are  registered  under  the  Companies 
Acts,  the  docquet  takes  the  form  of  a  certificate  and  a  report  to  the  share- 
holders, but  in  the  case  of  mutual  societies,  and  also  companies  incorporated 
by  special  Act  of  Parliament,  the  certificate  is  frequently  of  the  most 
meagre  desciiption. 

It  will  be  noted  that  the  examination  of  the  securities  vouching  the 
investments  forms,  almost  invariably,  a  feature  of  this  class  of  certificate. 

Form  1,  Combined  Certificate  and  Report  to  the  Shareholders  of  a 
Company  Incorporated  under  the  Companies  Acts,  and  carrying 
on  Life  Assurance  and  Accident  Business  only 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify  that 
all  our  requirements  as  auditors  have  been  complied  with ;  and  we  report  to  the 
Shareholders  that  we  have  examined  the  books  and  accounts  of  the 
Life  Insurance  Company,  Limited,  for  the  year  ended  31st  December,  19       ,  and 
the  above  Balance  Sheet  and  Revenue  Accounts,  and  that  in  our  opinion  the  said 


'^■Balance  Sheet  and  Revenue  Accounts  are  properly  drawn  up,  so  as  to  exhibit  a 
true  and  correct  view  of  the  state  of  the  Company's  affairs  at  31st  December, 
19  ,  as  shown  by  the  books  of  the  Company.  We  have  also  inspected  the 
various  securities,  and  have  found  them  in  order. 

,  Auditors. 

Form  2,  Certificate  and  Report  to  the  Shareholders  of  a  Company 
Incorporated  by  Special  Act  of  Parliament,  and  carrying  on 
Life  Assurance  and  Annuity  Business 

AUDITORS*   CERTIFICATE 

We  certify  that  all  our  requirements  as  auditors  have  been  complied  with,  and 
we  report  that  we  have  examined  the  Society's  books  for  the  year  ended  31st 
December,  19  ,  and  have  seen  certificates  and  securities  for  the  Society's 
investments.  Further,  we  have  audited  the  Balance  Sheet  and  Accounts,  dated 
31st  December,  19  ,  and,  in  our  opinion,  they  are  properly  drawn  up,  so  as  to 
give  a  true  and  correct  view  of  the  Society's  affairs,  as  shown  by  the  books  of  the 
Society. 

,  Auditors. 


Form  3,  Auditors*  Certificate  and  Report  to  the  Shareholders  of 
a  Company  registered  under  the  Companies  Acts,  and  carrying 
on  Life,  Fire,  Marine,  and  Accident  Insurance 

auditors'  certificate  and  report 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify 
that  all  our  requirements  as  auditors  have  been  complied  with.     We  report  that — 

We  have  examined  the  departmental  and  profit  and  loss  accounts  and  Balance 
Sheets  with  the  books  and  vouchers  at  the  head  ofiice,  and  with  the  returns  from 
the  various  branches  and  agents. 

We  have  verified  the  cash  balances  and  securities  representing  the  assets  of 
the  Company ;  we  have  seen  certificates  for  the  investments  which,  under  local 
laws  or  by  contract,  have  been  specifically  deposited  in  various  col.jnies  and 
foreign  countries  as  security  for  the  holders  of  policies  there  issued ;  and  we  are 
satisfied  that  the  market  value  of  the  investments  wa?,  at  31st  December,  19  , 
in  excess  of  the  aggregate  amounts  stated  in  the  Balance  Sheet. 

The  Balance  Sheet  of  the  Company  is,  in  our  opinion,  properly  drawn  up  so 
as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs,  as 
shown  by  the  books  of  the  Company. 

,  Auditors. 


Form  4,  Auditors'  Report  on  the  Accounts  of  a  Company  constituted 
by  special  Act  of  Parliament,  and  doing  Life  Assurance  and 
Annuity  Business  only 

We  have  examined  the  books  and  accounts  of  the  Life  Assurance 

Company  for  the  year  ended  31st  December,  19  ,  and  have  found  them 
accurately  kept,  and  sufficiently  vouched  and  instructed. 

We  have  also  examined  the  various  branch  accounts,  and  have  satisfied  our- 
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selves  that  they  are  correctly  stated,  and  that  the  transactions  contained  therein 
have  been  accurately  recorded  in  the  books  kept  at  the  head  office. 

Further,  we  have  also  examined  the  securities  for  the  Company's  loans  and 
investments,  as  at  31st  December,  19  ,  and  have  found  them  to  be  in  order. 
In  the  case  where  securities  are  held  abroad,  or  are  in  the  hands  of  the  Company's 
bankers  or  law  agents,  evidence  of  their  existence  has  been  produced  to  us ;  we 
have  also  satisfied  ourselves  that  the  whole  income  derivable  from  the  investments 
has  been  accounted  for. 

We  have  checked  the  Balance  Sheet  and  Revenue  Account  of  the  Company, 
as  at  31st  December,  19  ,  and  have  to  report  that  the  former  exhibits  a  true 
statement  of  the  Company's  affairs,  and  the  latter  a  correct  summary  of  the  receipts 
and  payments  applicable  to  the  year. 

,  Auditors. 

Alternative  Clause  relating^  to  the  Securities  deposited  Abroad,  &c. 

"We  have  also  examined  the  securities  for  the  Company's  investments  at  the 
close  of  the  year — except  those  connected  with  the  Company's  American  business, 
and  for  deposits  made  in  foreign  countries  where  business  is  carried  on  by  the 
Company,  certificates  for  which  have  been  produced  to  us — and  have  found  them 
to  be  in  order. 

,  Auditors. 
A  further  clause  is  sometimes  added  in  these  terms — 
We  have  also  verified  the  cash  balances  at  the  bankers  on  current  and  deposit 
accounts. 

Form  5,  CertiJBicate  and  Report  to  the  Shareholders  of  a  Company 
registered  under  the  Companies  Acts  doing  Marine  and 
General  Business 

In  accordance  with  Section  23  of  the  Companies  Act,  1900,  we  hereby  certify 
that  all  our  requirements  as  auditors  have  been  complied  with ;  and  we  report 
that  we  have  audited  the  Company's  books  and  accounts  for  the  year  ended  31st 
December,  19  ,  and  examined  and  verified  the  securities  representing  the  invest- 
ments and  the  bank  balances. 

We  are  of  opinion  that  the  Balance  Sheet  is  properly  drawn  up  so  as  to  exhibit 
a  true  and  correct  view  of  the  state  of  the  Company's  affairs  as  shown  by  the 
books  of  the  Company. 

,  Auditors. 
Railway  Companies 

The  Railway  Companies  Act,  1867  (30  &  31  Vict.  c.  127),  s.  30, 
enacts  as  follows : — 

No  dividend  shall  be  declared  by  a  company  until  the  auditors 
have  certified  that  the  half-yearly  accounts  proposed  to  be  issued 
contain  a  full  and  true  statement  of  the  financial  condition  of  the  Com- 
pany, and  that  the  dividend  proposed  to  be  declared  on  any  shares  is 
bond  fide  due  thereon  after  charging  the  revenue  of  the  half-year 
with  all  expenses,  which  ought  to  be  paid  thereout  in  the  judgment  of 
the  auditors;  but  if  the  directors  differ  from  the  judgment  of  the 
auditors  with  respect  to  the  payment  of  any  such  expenses  out  of  the 
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revenue  of  the  half-year,  such  difference  shall,  if  the  directors  desire 
it,  be  stated  in  the  report  to  the  shareholders,  and  the  company  in 
general  meeting  may  decide  thereon,  subject  to  all  the  provisions  of 
the  law  then  existmg,  and  such  decision  shall  for  the  purposes  of  the 
dividend  be  final  and  binding ;  but  if  no  such  difference  is  stated,  or 
if  no  decision  is  given  on  any  such  difference,  the  judgment  of  the 
auditors  shall  be  final  and  binding ;  and  the  auditors  may  examine  the 
books  of  the  company  at  all  reasonable  times,  and  may  call  for  such 
further  accounts,  and  such  vouchers,  papers,  and  information  as  they 
think  fit,  and  the  directors  and  officers  of  the  company  shall  produce 
and  give  the  same  as  far  as  they  can,  and  the  auditors  may  refuse  to 
certify  as  aforesaid  until  they  have  received  the  same ;  and  the 
auditors  may  at  any  time  add  to  their  certificate,  or  issue  to  the 
shareholders  independently  at  the  cost  of  the  company,  any  state- 
ment respecting  the  financial  condition  and  prospects  of  the  com- 
pany which  they  think  material  for  the  information  of  the 
shareholders. 
The  accounts  of  a  railway  company  are  prepared  on  the  double  account 

system,  for  an  example  and  explanation  of  which,  reference  is  made  to  the 

"Encyclopaedia  of  Accounting,"  Vol.  V.  pp.  448-451. 


I 


Form  of  Auditors*  Certificate 


We  have  examined  the  above  accounts,  and  hereby  certify  that  they  contain  a 
full  and  true  statement  of  the  financial  condition  of  the  Company,  and  that  the 
dividends  proposed  to  be  declared  upon  the  several  classes  of  shares  are  bond  fide 
due  thereon,  after  charging  the  revenue  of  the  half-year  with  all  the  expenses 
which  ought  in  our  judgment  to  be  paid  thereout. 

A.  B.  )    ^     ,. 

p   -p.    V  Auditors. 

3.  Building  Societies 

The  Building  Societies  Acts  of  1874  and  1894  contain  the  statutory 
provisions  for  the  audit  of  the  accounts  of  building  societies  registered 
under  these  Acts,  but  the  so-called  building  societies  which  are  registered 
under  the  Companies  Acts  must  comply  with  the  audit  provisions  applic- 
able to  joint-stock  companies.  The  Building  Societies  Act,  1874  (37  &  38 
Vict.  c.  42),  s.  40,  provides  as  follows : — 

The  secretary  or  other  officer  of  every  society  under  this  Act 
shall,  once  in  every  year  at  least,  prepare  an  account  of  all  the  receipts 
and  expenditure  of  the  society  since  the  preceding  statement,  and  a 
general  statement  of  its  funds  and  effects,  liabilities  and  assets,  show- 
ing the  amounts  due  to  the  holders  of  the  various  classes  of  shares 
respectively,  to  depositors  and  creditors  for  loans,  and  also  the  balance 
due  or  outstanding  on  their  mortgage  securities  (not  including  pro- 
spective interest)  and  the  amount  invested  in  the  funds  or  other 
securities ;  and  every  such  account  and  statement  shall  be  attested  by 
the  auditors,  to  whom  the  mortgage  deeds  and  other  securities  belong- 
ing to  the  society  shall  be  produced,  and  such  account  and  statement 
shall  be  countersigned  by  the  secretary  or  other  officer;  and  every 
member,  depositor,  and  creditor  for  loans  shall  be  entitled  to  receive 
6 
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from  the  society  a  copy  of  such  account  and  statement,  and  a  copy 

thereof  shall  be  sent  to  the  registrar  within  fourteen  days  after  the 

annual  or  other  general  meeting  at  which  it  is  presented,  and  another 

copy  thereof  shall  be  suspended  in  a  conspicuous  place  in  every  office 

of  the  society  under  this  Act. 

And  sec.  2  of  the  Building  Societies  Act,  1894,  which  relates  to  the 

form  of  the  annual  accounts  of  building  societies  and  the  audit  of  the 

society's  accounts  and  the  annual  statement,  is  in  the  following  terms : — 

(1.)  Every  annual  account  and  statement  under  sec.  40  of  the  Building 

Societies  Act,  1874,  shall  be  made  up  to  the  end  of  the  official 

year  of  the  society  to  which  it  relates,  and  shall  be  in  such  form 

and  shall  contain  such  particulars  as  the  Chief  Registrar  of 

Friendly  Societies  may  from  time  to  time,  with  the  approval  of 

a  Secretary  of  State,  direct,  either  generally  or  with  respect  to 

any  society  or  class  of  societies.      The  form  of  annual  account 

and  statement  prescribed  for  general  use  by  the  Chief  Registrar 

under  this  section,  and  every  alteration  of  that  form,  shall  as 

soon  as  practicable  be  laid  before  each  House  of  Parliament,  and 

shall  not  come  into  operation  until  the  expiration  of  forty  days 

from  the  date  at  which  it  is  so  laid.     Provided  that  every  such 

account  and  statement  shall  set  forth — 

(a.)  With  respect  to  mortgages  to  the  society  upon  each  of 
which  the  present  debt  does  not  exceed  five  thousand  pounds 
Cnot  being  mortgages  where  the  repayments  are  upwards  of 
twelve  months  in  arrear,  or  where  the  property  has  for  upwards 
of  twelve  months  been  in  possession  of  the  society),  the  number 
of  all  such  mortgages,  and  the  aggregate  amount  owing  thereon 
at  the  date  of  the  account  or  statement,  such  information  being 
given  separately  in  respect  of  each  of  the  four  following 
classes : — 

(i.)  Where  the  debt  does  not  exceed  five  hundred  pounds  : 
(ii.)  Where  the  debt  exceeds  five  hundred  pounds  and  does 

not  exceed  one  thousand  pounds  : 
(iii.)  Where  the  debt  exceeds  one  thousand  pounds  and  does 

not  exceed  three  thousand  pounds  : 
(iv.)  Where  the  debt  exceeds  three  thousand  pounds  and  does 
not  exceed  five  thousand  pounds;  and 
(6.)  With  respect  to  any  other  mortgage  to  the  society,  the 
particulars  shown  by  the  appropriate  tabular  form  in  the  First 
Schedule  to  this  Act. 
(2.)  Every  auditor,  in  attesting  any  such  annual  account  or  statement, 
shall   either  certify  that  it  is  correct,  duly  vouched,  and  in 
accordance  with  law,  or  specially  report  to  the  society  in  what 
respects   he  finds  it  incorrect,  unvouched,  or  not   in    accord- 
ance with  law,  and  shall  also  certify  that  he  has  at  that  audit 
actually   inspected    the   mortgage  deeds   and   other  securities 
belonging  to  the  society,  and  shall  state  the  number  of  proper- 
ties with  respect  to  which  deeds  have  been  produced  to  and 
actually  inspected  by  him. 

The  form  in  which  the  annual  statement  of  accounts  must  be  prepared 
and  submitted  to  the  members  and  thereafter  filed  with  the  registrar  is 
set  out  in  a  schedule  to  the  1894  Act,  and  the  form  of  auditors'  certificate 
is  also  given,  and  is  in  the  following  terms  : — 
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Statutory  Form  of  Auditors*  Certificate 

CERTIFICATE   OP   AUDITORS 

We,  the  undersigned,  ,  being  a  person  who  publicly  carries  on 

the  business  of  an  accountant  at  No.  Street,  ,  and 

residing  at  ,  the  duly  appointed  auditors  of  the  above-mentioned 

Society,  do  hereby  attest  the  foregoing  accounts  and  statements,  and  certify  that 
they  are  correct,  duly  vouched,  and  in  accordance  with  law,  and  we  certify  that 
we  have,  and  each  of  us  has  at  this  audit  actually  inspected  the  mortgage 
deeds  and  other  securities  belonging  to  the  Society,  in  respect  of  each  of  the 
properties  in  mortgage  to  the  Society  referred  to  in  the  foregoing 
accounts  and  statements. 

(Signed) 
(Signed) 

day  of  19     . 

The  foregoing  certificate  has  doubtless  been  drafted  to  suit  a  society 
whose  auditors  consisted  of  one  professional  accountant  and  one  layman, 
as  the  Act  stipulates  for  auditors,  one  at  least  of  whom  "  shall  be  a  person 
who  publicly  carries  on  the  business  of  an  accountant"  (Building 
Societies  Act,  1894,  s.  3).  The  Chief  Registrar  has  issued  a  memorandum 
on  the  accounts  of  Building  Societies,  in  which  he  says,  "  Where  a  firm  of 
accountants  act  as  auditors  to  a  Society,  the  name  of  the  particular  member 
of  the  firm  who  personally  conducted  the  audit  and  inspected  the  securities 
should  be  mentioned  in  the  Certificate  of  Auditors,  and  he  should  sign  the 
Certificate.  The  signature  of  a  Firm  is  not  a  sufficient  compliance  with 
the  Act,  inasmuch  as  the  duties  can  only  be  performed  by  an  individual 
person  "  (see  Building  Societies).  The  only  way  of  having  the  signature 
of  the  certificate  in  terms  of  the  appointment  would  thus  appear  to  be  to 
appoint  the  individual  partners,  not  the  firm,  auditors. 

The  number  of  properties  in  mortgage  to  the  society  has  to  be  stated, 
and  the  figure  given  in  this  certificate  must  agree  with  the  total  number 
of  properties  shown  in  the  statement  of  assets  and  liabilities  which  forms 
part  of  the  prescribed  form  of  accounts.     For  qualifying  clauses,  see  p.  87. 

4.  Friendly  Societies 

The  Friendly  Societies  Act,  1896,  s.  26,  provides  as  follows : — 

(1.)  Every  registered  society  and  branch  shall  once  at  least  in  every 
year  submit  its  accounts  for  audit,  either  to  one  of  the  public 
auditors  appointed,  as  in  this  Act  mentioned,  or  to  two  or 
more  persons  appointed,  as  the  rules  of  the  society  or  branch 
provide. 
(2.)  The  auditors  shall  have  access  to  all  the  books  and  accounts 
of  the  society  or  branch,  and  shall  examine  the  annual 
return  mentioned  in  this  Act,  and  verify  the  annual  re- 
turn with  the  accounts  and  vouchers  relating  thereto,  and 
shall  further  sign  the  annual  return  as  found  by  them  to  be 
correct,  duly  vouched,  and  in  accordance  with  law,  or 
specially  report  to  the  society  or  branch  in  what  respects 
they  find  it  incorrect,  unvouched,  or  not  in  accordance  with 
law. 
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The  audit  of  such  a  society  must  hereunder  be  carried  out  by  one  of 
the  public  auditors,  or  by  two  other  persons. 

The  auditors'  certificate  appended  to  the  form  of  annual  return  pre- 
scribed by  the  Chief  Registrar  is  modelled  on  the  foregoing  section  of  the 
Act,  and  is  as  follows  : — 

Form  of  Auditors*  Certificate 

CERTIFICATE    OP   AUDITORS 

The  undersigned  having  had  access  to  all  the  books  and  accounts  of  the 
branch,  and  having  examined  the  foregoing  General  Statement,  and  verified  the 
same  with  the  accounts  and  vouchers  relating   thereto,  now  sign  the  same  as- 
found  to  be  correct,  duly  vouched,  and  in  accordance  with  law. 
Signature  of  first  )  Signature  of  second  ) 

Auditor,         )  Auditory  ) 

Address,  Address, 

Calling  or  Profession,  Calling  or  Profession, 

Date,  ,19 

When  the  accounts  have  been  audited,  as  is  very  often  the  case,  by  two 
persons  of  the  lodge  or  society,  appointed  under  the  rules,  the  docquet  is 
of  the  simplest  description,  e.g.,  "  Examined  and  found  correct"  Where, 
however,  the  audit  has  been  performed  by  professional  accountants,  such  a 
report  as  the  following  is  commonly  given  : — 

auditors'  report 

We  have  examined  and  audited  the  books  and  accounts  of  the  X.  District, 
No.  100  of  the  Order,  for  the  year  ended  31st  December,  19  ,  of  which  the 
above  is  an  abstract,  and  have  found  the  same  to  be  correct  and  fully  vouched 
and  instructed ;  we  have  also  examined  the  securities  for  the  investments  and 
have  found  them  in  order. 

^^^^^^^'  'C-^-'  \  Auditors. 

Date,  ,  F.S.A.A.,  J 

Sundry  Qualifying  Clauses 

It  is  frequently  impossible  on  account  of  the  nature  of  the  business  tO" 
conduct  an  audit  as  exhaustively  as  is  possible  under  ideal  circumstances, 
or  the  audit  may  be  performed  by  different  parties  acting  at  the  different 
business  centres  of  the  concern  being  audited,  or  the  auditor  may  find  it 
impossible  to  complete  the  remit  to  him,  through  his  being  unable  to 
satisfy  himself  on  some  particular.  Under  these  circumstances  the  usual 
course  is  for  the  auditor  to  refer  to  such  matters  in  his  certificate  so  as  to- 
prevent  misapprehension  on  the  part  of  the  interested  parties  as  to  the 
extent  of  his  investigation,  and  to  limit  his  own  responsibility  with  regard 
to  the  particulars  so  specified.  It  must  be  borne  in  mind,  however,  that 
the  auditor  has  a  duty  to  discharge  to  the  shareholders,  and  to  give  a. 
certificate  containing  a  vague  clause  to  protect  himself  is  a  very  doubtful 
expedient,  and  the  references  to  this  point  which  have  been  made  in  the^ 
course  of  the  decisions  given  on  important  cases  tend  to  show  that  these- 
qualifications  would  not  be  regarded  by  the  Court,  unless  they  placed 
ehareholders  in  full  possession  of  all  the  information  on  the  point  referred 
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to.  In  re  London  S  General  Bank,  Limited,  1895,  2  Ch.  675,  previously 
cited,  the  only  qualifying  words  in  the  auditors'  report  were  that  the 
assets  were  "  subject  to  realisation,"  and  this  the  Court  held  to  be  an 
insufficient  statement  of  the  position  of  affairs.  The  following  clauses  cover 
the  most  usual  qualifications  necessary  to  insert  in  reports  : — 


Form  1,  Agencies 

...  In  our  opinion  the  above  Balance  Sheet  is  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs,  as  shown 
by  the  books  of  the  Company  and  the  certified  statement  of  account  received  at 
the  head  office  from  the  agents  in  X. 

Form  2,  Branches 

.  .  .  We  have  examined  and  compared  the  above  Balance  Sheet  and  profit 
and  loss  account  with  the  books  and  vouchers  of  the  Company  and  the  certified 
returns  received  from  America  and  Australia. 

The  Companies  Act,  1879,  s.  7,  sub-sec.  (5),  makes  provision  for  such  a 
clause  as  the  foregoing  in  the  auditors'  report  on  the  affairs  of  a  banking 
company,  with  respect  to  its  extra-European  branches. 


Form  3,  Branches,  alternative  to  Form  2 


head  office  and  branches  in  the  United  Kingdom,  for  the  year  ended  31st 
December,  19  ,  in  which  are  incorporated  the  statements  for  the  same  period, 
relating  to  the  United  States  and  Canadian  branches,  as  certified  by  local 
accountants  [or,  by  the  Company's  duly  appointed  local  auditors].  .  .  . 

Form  4,  Branches,  another  Form 

.  .  .  We  have  examined  and  compared  this  Balance  Sheet  and  the  profit  and 
loss  account  with  the  books  and  vouchers  at  the  Company's  central  offices  at 
London,  as  well  as  with  the  Balance  Sheets  and  returns  received  from  the 
branches  and  subsidiary  companies.  .  .  . 

Form  5,  Depreciation  not  provided  for 

...  No  provision  has  been  made  in  the  foregoing  accounts  for  depreciation  of 
the  plant  and  machinery,  and  in  our  opinion  a  sum  of  at  least  £  should  be 

charged  against  the  past  year's  revenue  in  respect  thereof. 

Form  6,  Depreciation  insufficient 

...  In  our  opinion  a  sufficient  sum  has  not  been  charged  against  the  past 
year's  profits  in  respect  of  depreciation  on  the  Company's  plant  and  machinery, 
and  in  our  view  a  further  sum  of  £  should  be  set  aside  for  the  past 

year  in  order  to  make  adequate  provision  under  this  head. 
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Form  7,  Depreciation  of  Patent  Rights 

.  .  .  We  have  to  point  out  that  the  patent  rights  of  the  Company  have  been 
carried  forward  and  stated  in  the  foregoing  Balance  Sheet  at  their  cost  to  the 
Company,  no  provision  having  been  made  for  the  depreciation  of  such  rights  by 
the  partial  lapse  of  the  period  covered  by  the  grant,  and  we  are  of  opinion  that 
the  value  of  this  asset  is  overstated  in  this  respect. 

Form  8,  Stock-in-Trade 

.  .  .  We  are  of  opinion  that,  subject  to  the  valuation  of  the  stock-in-trade, 
the  above  Balance  Sheet  is  a  full  and  fair  Balance  Sheet,  and  is  properly  drawn  up 
so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs  as 
shown  by  the  books  of  the  Company. 

In  re  The  Kingston  Cotton  Mills  Co.,  Limited,  1896,  1  Ch.  331,  and 
2  Ch.  279,  Mr.  Justice  Vaughan  Williams  held  that  the  auditor  was  not 
justified  in  relying  upon  the  certificate  of  the  managing  director  as  to  the 
value  of  the  stock-in-trade,  and  that  in  so  doing  he  was  guilty  of  negli- 
gence, even  although  he  definitely  stated  to  the  shareholders  the  source  of 
information.  This  judgment  was  however  over-ruled  by  the  Court  of 
Appeal. 

Form  9,  Stock-in-Trade,  another  Form 

.  .  .  Stocks  on  hand  have  been  taken  by  the  Company's  own  staff  and  are 
certified  by  Messrs.  X.  and  Y.,  who  have  also  certified  the  amount  of  capital  outlay 
on  buildings,  machinery,  and  plant,  and  special  expenditure. 

Form  10,  Investments,  Valuation  at  Cost 

.  .  .  The  investments  have  been  taken  at  cost  price,  less  amount  written  off 
certain  securities. 

Form  11,  Investments,  Valuation  verified  by  Quotations 

.  .  .  We  have  examined  the  various  securities  and  certify  the  same  to  be  in 
order  :  the  investments,  the  prices  of  which  are  quoted  in  the  Stock  Exchange 
Official  List,  are  taken  at  the  market  price  of  31st  December,  the  date  of  the 
Balance  Sheet. 

Form  12,  Investments,  Valuation  excepted 

.  .  .  We  certify  that,  subject  to  the  valuation  of  the  investments,  the  above 
Balance  Sheet  is  in  our  opinion  properly  drawn  up  so  as  to  exhibit  a  true  and 
correct  view  of  the  state  of  the  Company's  affairs,  as  shown  by  the  books  of  the 
Company. 

Form  13,  Investments  at  Book  Values 

.  .  .  The  investments  are  taken  at  their  book  values,  which  do  not  exceed 
cost. 

Other  forms  of  clauses  relating  to  investments  will  be  found  under 
Insurance  Companies,  supra. 
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Form  14,  Agencies,  Titles,  and  Investments  (certain  Securities 

awanting) 

.  .  .  We  have  audited  the  accounts  of  the  Company,  Limited,  for 

the  year  to  31st  December,  19  ,  and  have  examined  the  above  Balance  Sheet, 
and  report  that  it  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of 
the  state  of  the  Company's  affairs  as  shown  by  the  books  of  the  Company. 

"We  have  compared  the  accounts  of  the  Company's  agents  with  the  books  kept 
in  the  head  office,  and  have  found  that  the  transactions  in  them  have  been 
correctly  recorded  in  the  said  books. 

The  securities  belonging  to  the  Company  at  31st  December,  19  ,  have  been 
exhibited  to  us,  with  the  exception  of  those  marked  awanting,  as  noted  on  the 
lists  produced  to  us  at  the  audit.  The  titles  for  the  real  estate  belonging  to  the 
Company  are  certified  to  be  in  the  hands  of  the  Company's  manager  in  America, 
and  the  securities  for  the  investments  for  the  reserve  fund  are  certified  to  be  in 
the  hands  of  the  Company's  bankers. 

Form  15,  Legal  Powers  of  a  Building  Society  exceeded 

{See  Registrar's  Memorandum  (10)  (6),  on  p.  203,  post.) 

.  .  .  and  certify  that  they  are  correct,  duly  vouched,  and  in  accordance  with 
law,  except  that  advances  to  members  on  security  of  their  subscriptions  do  not 
appear  to  be  authorised  by  the  statutes.  .  .  . 

This  was  a  case  where,  like  other  societies  of  its  class,  the  society  had 
advanced  temporarily  to  its  members  a  portion  of  the  subscriptions 
standing  at  their  credit,  and  the  auditors  were  not  satisfied  that  the 
society  had  power  to  make  such  advances. 

Form  16,  Legal  Limit  of  Borrowing  on  Deposit  exceeded  by 
Building  Society 

.  .  .  and  we  certify  that  they  are  correct,  duly  vouched,  and  in  accordance 
with  law,  except  that  the  amount  due  to  depositors  at  the  close  of  the  accounts 
exceeded  the  limit  allowed  by  the  Building  Societies  Act,  1874,  s.  15, 
sub-sec.  2. 

The  section  referred  to  enacts  that  "  in  a  permanent  society  the  total 
amount  so  received  on  deposit  or  loan  and  not  repaid  by  the  society  shall 
not  at  any  time  exceed  two-thirds  of  the  amount  for  the  time  being  secured 
to  the  society  by  mortgages  from  its  members." 

11.  Auditors'  Certificates  and  Reports  on  Firms'  Accounts 

As  indicated  in  the  introductory  note,  an  auditor  has  to  act  in  the  case 
of  a  firm  according  to  the  peculiar  circumstances  of  the  case.  The  partners 
will  to  a  large  extent  look  after  their  own  interests,  and  in  doing  so  will 
perform  certain  of  the  duties  which  in  the  case  of  a  limited  company  would 
fall  to  the  auditor.  Considering  the  great  possibility  of  a  misunder- 
standing, however,  it  is  nearly  always  desirable  in  the  audit  of  the  accounts 
of  a  firm,  where  all  the  partners  are  actively  engaged  in  the  business,  to 
state  in  the  report  on  the  accounts  the  exact  nature  of  the  duties  actually 
performed,  so  that  the  partners  can  see  for  themselves  whether  the  work 
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undertaken  by  the  auditor  has  been  as  exhaustive  as  they  desired.     Such 
a  clause  in  the  report  might  take  the  following  form  : — 

Form  of  Clause  reciting  extent  of  Investigation 

.  .  .  The  auditors  have  carefully  verified  the  cash  transactions,  checked  the 
vouchers,  and  checked  and  reconciled  the  bank  transactions.  Lists  of  the  ledger 
balances  were  submitted  to  the  auditors,  and  they  have  checked  the  same  with  the 
ledger  accounts,  and  have  verified  the  summations  of  the  lists.  The  additions  of 
the  stock  sheets  have  been  checked,  but  the  valuation  of  the  stock  in  other 
respects  has  been  accepted  as  correct.  All  the  cash  postings  of  the  ledger 
accounts  have  also  been  checked,  and  the  balances  standing  on  the  Purchases 
Ledger  have  been  compared  with  the  accounts  rendered  so  far  as  the  latter  were 
available.  No  attempt  has  been  made  to  discriminate  between  the  customers* 
accounts,  and  only  those  actually  carried  off  to  Bad  Debt  Account  have  been 
treated  as  bad,  but  the  usual  reserve  of  one  per  cent,  has  been  made  on  the 
outstanding  book  debts.  ... 

If  there  is  in  the  firm  a  sleeping  partner,  it  will  be  necessary  for  the 
auditor  who  acts  upon  the  instructions  of  that  partner  or  upon  the  instruc- 
tions of  the  firm  presumably  for  his  interests,  to  be  more  thorough  in  his 
investigation  of  the  firm's  affairs;  in  fact,  in  such  a  case  the  auditor  must 
regard  the  other  partners  as  having  interests  largely  antagonistic  to  those 
of  the  party  in  whose  interests  he  is  acting,  and  as  they  have  practically  no 
check  upon  the  fairness  of  their  dealings  as  between  them  and  their 
dormant  partner,  other  than  the  audit,  such  auditor's  report  should  contain 
no  evidence  of  his  having  taken  anything  for  granted.  At  the  same  time, 
his  report  should  be  full  and  unbiassed,  faithfully  holding  the  balance  even 
between  all  the  parties,  only  being  scrupulously  careful  to  disclose  every- 
thing affecting  the  interests  of  the  partners. 

See  also  ''  Amalgamations,"  "  Companies,"  "  Partnership,"  ''  Re- 
ports," and  "Revenue  Accounts  and  Balance  Sheets." 


Average  Adjustment— (Principles   and    Illus- 
tration of) 

We  have  to  consider  (1)  for  what  losses  an  insurer  is  liable,  and  involved 
therewith,  what  facts  exempt  from  liability ;  and  (2)  upon  what  principles, 
and  how  the  amount  to  be  paid  by  the  insurer  is  to  be  estimated. 

And,  first,  losses  are  either  total  or  partial.  Total  losses  are  either 
actual  or  constructive.  Partial  losses  fall  to  be  considered  under  the  two 
heads  of  General  Average  and  Particular  Average. 

An  actual  total  loss  is  sustained  when  the  subject-matter  is  destroyed 
or  so  changed  that  it  no  longer  answers  to  the  denomination  under  which 
it  was  insured.  A  constructive  total  loss  occurs  when  the  subject-matter, 
though  not  liable  to  inevitable  destruction,  nevertheless  is  in  so  utterly 
hopeless  a  condition  that  total  unfitness  for  the  owner's  purposes  appears 
unavoidable,  or  preservation  from  total  loss  seems  only  possible  at  an 
expenditure  exceeding  the  value  of  the  subject-matter  after  such  expendi- 
ture has  been  incurred.  An  example  of  actual  total  loss  is  sinking  of  the 
vessel ;  an  example  of  constructive  total  loss  is  capture  or  forcible  deten- 
tion, which  may  possibly  be  followed  by  recapture  or  release.  Total  loss  of 
a  part  of  the  thing  insured — e.g.,  ten  out  of  fifty  bales  of  cotton — is,  be  it 
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noted,  a  partial  loss  and  not  a  total  loss.  A  constructive  total  loss  may 
be  treated  by  the  insured  either  as  a  partial  loss  or  as  a  subject  for  abandon- 
ment to  the  insurer.  Notice  of  abandonment  need  not  be  given  except 
where,  as  in  most  cases  of  constructive  total  loss,  it  may  be  to  the  insurer's 
interest.  Notice  may  be  in  writing  or  by  word  of  mouth.  Abandonment 
gives  the  insurer  right  to  all  that  is  left  of  the  subject-matter,  and  any- 
thing increasing  or  diminishing  the  value  of  the  same  after  abandonment 
is  his  concern.  An  insurer  is  not,  however,  liable  for  all  losses  that  occur 
on  a  voyage — e.g.,  he  is  not  liable  for  losses  attributable  to  misconduct  on 
tlie  part  of  the  insured  or  his  agents,  or  for  losses  caused  by  delay,  even 
though  such  delay  be  due  to  a  peril  insured  against,  or  for  ordinary  wear 
and  tear,  usual  leakage  or  breakage,  damage  from  rats  and  vermin,  damage 
caused  by  inherent  defects  in  the  subject-matter,  &c.  He  is,  nevertheless, 
liable  for  losses  proximately  caused  by  a  peril  insured  against,  even 
though  remotely  due  to  misconduct  or  negligence  of  master  or  crew. 
Proper  instances  of  constructive  total  loss  are : — (1)  Where  there  is  loss  of 
possession  of  the  subject-matter  without  the  likelihood  of  its  recovery  at 
all,  or  only  at  a  cost  exceeding  the  value  that  would  be  recovered  ;  (2) 
where  the  ship  is  so  damaged  by  perils  insured  against  that  she  cannot  be 
repaired  except  at  a  cost  exceeding  the  value  when  repaired ;  (3)  where 
goods  insured  are  so  damaged  that  they  cannot  be  repaired  or  forwarded 
except  at  a  cost  exceeding  the  value  that  would  be  delivered  ;  and  (4) 
where  total  loss  of  freight  can  only  be  prevented  at  a  cost  exceeding  the 
value  of  that  which  would  be  earned.  The  measure  of  indemnity  in  the 
case  of  a  total  loss  is,  in  the  case  of  a  valued  policy,  the  value  fixed  therein  ; 
in  the  case  of  an  open  policy,  the  insurable  value  ascertained  by  valuation 
and  otherwise,  as  more  fully  explained  below  with  reference  to  General 
Average.  The  apportionment  of  the  loss  will  be  according  to  the  respective 
interests — e.g.,  suppose  a  ship  valued  at  £6000  and  insured  for  £4000 
totally  lost,  the  shipowner  suffers  to  the  extent  of  £2000,  being  his  own 
insurer  to  that  extent,  while  the  insurers  suffer  to  the  extent  of  the  amounts 
subscribed,  say,  A.  in  £2500  and  B.  in  £1500;  or,  if  the  total  loss  occurred 
after  a  stranding  and  expenditure  of,  say,  £(500  in  getting  the  ship  afloat, 
A.  and  B.  will  pay  in  addition  to  the  above  sums,  under  the  sue  and  labour 
clause,  £250  and  £150  respectively,  making  £400  in  all,  or  four-sixths  of 
£600. 

Under  the  head  of  General  Average,  we  have  to  consider :  (1)  Volun- 
tary destruction  or  parting  with  some  tangible  portion  of  ship  or  cargo  or 
other  extraordinary  measure  involving  a  partial  loss  of  ship  or  cargo  under- 
taken for  the  purpose  of  preserving  ship  and  cargo  as  a  whole ;  and  (2) 
expenditure  of  money  to  repair  losses  sustained  as  just  mentioned  or 
necessitated  by  such  losses. 

1.  Examples  of  the  first  kind  of  general  average  losses  are : — (a)  Damage 
caused  by  voluntary  stranding  or  running  ashore  to  escape  imminent  peril 
or  by  scuttling  of  the  ship  to  put  out  fire ;  (h)  masts  cut  away,  anchors 
jettisoned,  cables  cut,  engines  and  other  apparatus  used  for  extraordinary 
purposes,  &c.,  for  the  preservation  of  ship  and  cargo ;  but  not  such  as  a 
boat  sacrificed  when  lashed  or  placed  otherwise  than  in  the  usual  manner, 
or  a  cable  cut  under  ordinary  circumstances  to  permit  a  ship  to  proceed ; 
(c)  damage  and  loss  through  the  abnormal  use  of  engines  and  coal,  SiS—e.g., 
to  get  off  a  bank ;  (d)  loss  on  a  sale  of  cargo  by  the  master  to  raise  neces- 
sary funds,  as — e.g.,  to  replace  general  average  sacrifices ;  but  not  if  there 
was  an  absence  of  absolute  necessity,  or  where  the  funds  were  required  for 
the  ordinary  expenses  of  the  voyage  ;  (e)  jettison  of  a  portion  of  the  cargo  ; 
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but  not  jettison  of  goods  carried  on  deck  except  in  the  case  of  a  voyage 
where  a  deck  load  was  usual  or  was  permitted  by  express  agreement  (as 
against  the  parties  to  the  agreement),  and  a  jettison  of  dangerous  goods  is 
a  loss  to  be  borne  by  the  shipper  of  such  goods ;  (/)  loss  of  a  portion  of 
the  cargo  placed  in  lighters  to  save  the  ship  from  foundering,  &c. ;  and  (g) 
generally  speaking,  accessory  damage  due  to  general  average  sacrifices — e.g.^ 
a  hole  cut  in  the  ship's  side  in  order  the  more  readily  to  lighten  her,  or 
loss  of  freight  in  consequence  of  jettison  of  goods. 

2.  Under  the  second  kind  of  general  average  losses  fall  to  be  included 
all  extraordinary  expenditures  voluntarily  made  with  a  view  to  the  pre- 
servation of  ship  and  cargo  as  a  whole  as  distinguished  from  ordinary  and 
usual  disbursements — e.g.^  if  the  ship  has  entered  a  port  of  refuge  for 
repairs  or  shelter,  the  inward  and  outward  port  charges,  the  expense  of 
unloading  and  reloading  the  cargo,  the  warehouse  rent  of  the  cargo,  the 
cost  of  the  repairs  done,  and  the  crew's  wages  during  the  stay  in  port,  are 
all  general  average  charges,  subject  to  this  that  if  the  making  for  the  port 
of  refuge  was  in  consequence  of  particular  average  damage,  then  the  ware- 
house rent  of  the  cargo  will  be  particular  on  the  cargo  and  the  expense  of 
reloading  and  outward  port  charges  will  be  particular  on  the  freight,  while 
the  cost  of  repairs  also  in  the  latter  event  will  be  a  particular  average  loss. 
It  is  conditional  to  a  claim  for  general  average  (a)  that  there  has  been 
an  intentional  sacrifice  or  a  voluntary  expenditure  of  money  ;  (6)  that  such 
sacrifice  or  expenditure  has  been  made  for  the  purpose  of  preserving  ship 
and  cargo  as  a  whole ;  (c)  that  such  sacrifice  or  expenditure  has  been  made 
under  stress  of  real  and  imminent  danger;  {d)  that  such  sacrifice  or 
expenditure  has  been  made  properly  and  judiciously  and  not  from  any 
wrongful  motive ;  and  (e)  that  such  sacrifice  or  expenditure  has  not  been 
of  the  nature  of  such  as  are  normally  incidental  to  the  navigation  of  the 
ship. 

Adjustment  is  generally  effected  at  the  port  of  destination.  Adjust- 
ment at  an  intermediate  port  is,  where  the  ship  ultimately  reaches  her 
port  of  discharge,  not  binding  upon  the  parties  unless  consented  to  by  them 
or  made  under  proper  circumstances.  Adjustment  abroad  will  be  accord- 
ing to  the  law  and  usages  of  the  foreign  port.  The  task  of  adjusters  is  to 
ascertain  the  amount  of  the  contribution  to  be  made  and  to  assess  such 
amount  upon  the  co-adventurers.  After  this  the  owner  of  the  property 
sacrificed  is  reimbursed  by  the  underwriters  who  in  turn  claim  against  the 
owners  of  the  properties  saved.  The  assessment  on  each  co-adventurer 
will  be  in  proportion  to  the  value  of  his  property  as  saved  by  the  average 
act  so  that  each  will  suffer  according  to  his  interest.  And  in  the  applica- 
tion of  this  rule,  the  owner  of  the  property  sacrificed  is  placed  in  exactly 
the  position  he  would  have  occupied  if  the  property  sacrificed  had  belonged 
to  one  of  his  co-adventurers. 

The  principles  followed  by  adjusters  will  be  gathered  from  the  following 
notes : — The  state  of  affairs  regarded  is  solely  that  when  the  adventure  is 
determined — i.e.,  at  the  time  and  place  of  adjustment.  If,  accordingly, 
ship  or  cargo  be  partially  lost  subsequent  to  the  average  under  assessment, 
the  owner  of  the  portion  so  lost  will  so  far  be  free  from  contribution.  In 
the  case  of  expenditure,  however,  some  adjusters  go  by  the  date  when  the 
outlay  was  incurred.  In  the  case  of  the  ship,  the  value  is  estimated  as  at 
the  time  and  place  of  adjustment — i.e.,  as  ultimately  saved,  the  basis  of 
estimation  being  the  market  value  of  similar  vessels,  taking  into  account 
prime  cost,  age,  wear  and  tear,  &c.  If  ship  and  cargo  have  perished  in  spite 
of  the  sacrifice  no  contribution  is  due,  as  the  property  sacrificed  would  have 
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)erished  with  the  ship.  If,  however,  the  ship  has  been  sacrificed  but  part 
[of  the  cargo  has  been  delivered,  then  the  latter  should  be  made  to  contri- 
[bute.     The  value  of  goods  saved  is  the  net  value  they  will  sell  for  at  the 

)ort  of  adjustment  as  at  the  date  of  discharge,  less  freight,  duty,  and  land- 
ing expenses.     If  goods  jettisoned  are  saved,  deduction  of  the  expenses  of 
{recovery  will  be  made.     Damaged  goods,  not  damaged  by  the  sacrifice,  are 

jstimated  at  their  damaged  value.     Valuables  declared  in  the  bill  of  lading 
of  inferior  value  will  be  taken  to  be  of  such  inferior  value.     Freight, 

)ending  at  the  time  of  the  sacrifice  and  saved   thereby,  will  contribute 

3Cording  to  the  actual  sum  finally  received  by  the  shipowner,  less  the 
'expenses  of  earning  it.  Advance  freight  will  contribute  upon  the  same 
principle  or  so  far  as  the  value  of  cargo  saved  has  been  enhanced  by  the 
payment  in  advance.  Freight  due  in  respect  of  cargo  delivered  previously 
to  the  sacrifice  will  not  contribute.  Included  in  the  expenses  of  earning 
freight  will  be  the  wages  of  master  and  crew  between  the  date  of  the 
sacrifice  and  the  arrival  at  the  port  of  adjustment.  Should  the  sacrifice 
have  been  made  close  to  the  port  of  loading  and  the  adjustment  take  place 
there  the  contributory  value  will  be  the  cost  on  board,  including  shipping 
charges  but  without  insurance.  In  the  case  of  a  foreign  adjustment, 
it  is  the  market  value  at  the  foreign  port  that  is  taken.  As  to  the  portion 
of  ship  or  cargo  sacrificed,  that  is  estimated  on  similar  principles,  and  it 
contributes  in  proportion  to  the  value  as  thus  estimated.  On  the  other 
hand,  in  the  case  of  damage  to  a  ship  which  has  been  repaired,  there  will 
be  recoverable  the  reasonable  cost  of  the  repairs  less  customary  deductions, 
and  also  an  indemnity  in  respect  of  depreciation  of  any  portion  left 
unrepaired,  not  exceeding  the  reasonable  cost  of  repairing  such  unrepaired 
portion.  So  in  respect  of  goods  jettisoned  or  damaged  or  sold  to  defray 
general  average  expenses  or  the  like,  there  will  be  recoverable  the  net 
value  as  sound,  less  any  net  proceeds  recovered  and  making  allowance  for 
ordinary  leakage  and  breakage.  The  value  taken  will  be  the  net  value  at 
the  port  of  discharge  or,  at  the  option  of  the  owner  of  the  property  or  where 
the  voyage  has  not  been  completed,  the  amount  realised  at  the  intermedi- 
ate port.  The  freight  recoverable  is  the  gross  freight  which  would  have 
been  earned,  less  any  charges  saved  to  the  shipowner  and  less  any  freight 
earned  in  respect  of  cargo  shipped  in  place  of  that  lost.  It  must  have 
been  pending  at  the  time  of  the  sacrifice.  Where  money  has  been  raised 
abroad  on  bills,  &c.,  for  general  average  expenses,  such  money  will  be 
recoverable  plus  interest  and  losses  through  discount,  rates  of  exchange, 
and  the  like.  Money  expenditure  is  always  recoverable  in  full,  whether 
the  property  saved  thereby  be  ultimately  lost  or  not. 

The  following  example  of  an  average  adjustment  corresponds  with  a 
few  modifications  to  one  given  in  Abbott  on  "  Merchant  Ships  and  Seamen," 
14th  edition,  p.  802  :— 


[General  Average  Statement. 
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General  Average  Statement 


Valuation  of  Losses 
Goods  of  A.  jettisoned         .         .  £500 
Damage  done  to  goods  of  B.  by 

the  jettison  .         .         .     200 

Freight  of  the  goods  jettisoned    .     100 
Price   of  a  new  cable,  anchor,  (a) 

and  mast    .         .  £300 

Less  one-sixth  new  for  old        50 


Expense  of  bringing  the  ship  off 
the  sands    .... 

Pilotage  and  expenses  of  going 
into  and  out  of  the  port  of 
refuge         .... 

Expenses  there  .... 

Adjusting  this  average 

Postages 


250 


25 


75 

25 

4 

1 


Total   amount   of   losses   to   be 

contributed  .         .         £1180 


Value  of  Articles  to  Contribute 
Goods  of  A.  jettisoned         .         .  £500 
Net   value   of   the   goods   of   B. 
after   deduction    of    freight 
and   charges  (but  including 
amount  to  credit  in  general 
average)      ....  1000 
Do.  of  goods  of  C.       .         .         .     500 
Do.         do.        D.       .         .         .  2000 
Do.         do.        E.       .         .         .  5000 
Value  of  the  ship        .         £2000 
Net  freight  af terdeduc- 
tion  of  wages   of 
master   and  crew 
&c.(6).         .         .  800 

2800 


Total  of  contributory  values      £11,800 


(a)  Anchors  not  allowed  for  by  present  day  practice. 

(b)  Under  York-Antwerp  Kules  the  allowance  is  the  actual  cost  when  proved,  but 
otherwise  on  the  following  scale  : — 


Passenger  steamers  (liners)  per  man  per  day     . 
Passenger  sailing  vessels  per  man  per  day 
Cargo  steamers  and  sailing  vessels  per  man  per  day 
Lascars  at  9d.  per  man  per  day. 


Officers. 
4s. 

38. 

23.  6d. 


Crew. 

Is.  3d. 
Is.  3d. 
Is.  3d. 


Then,  since  the  proportion  of  the  losses  to  the  total  value  at  risk  is  as 
1  to  10,  each  co-adventurer  will  lose  10  per  cent,  on  the  value  of  his 
interest  in  ship,  freight,  and  cargo ;  that  is,  A.  loses  £50,  B.  £100,  C.  £50, 
D.  £200,  E.  £500,  and  the  shipowner  £280.  On  the  other  hand,  there  is 
due  to  the  shipowner  £480  (i.e.,  freight  of  A.'s  goods,  £100,  cable,  anchor 
and  mast,  £250,  and  disbursements,  £180).  On  balance,  therefore,  the 
shipowner  actually  receives  £200,  A.  £450,  and  B.  £100,  while  C.  pays 
£50,  D.  £200,  and  E.  £500. 

The  adjustment  completed,  the  underwriters  will  pay  their  contribu- 
tions to  the  owners  of  the  contributory  properties.  Such  contributions 
will  not  necessarily  cover  the  full  amount  of  the  losses,  for  they  will  bear 
the  same  proportion  thereto  which  the  value  of  the  properties  as  insured 
bears  to  the  value  of  the  same  as  estimated  by  the  adjusters.  In  the 
case  of  a  valued  policy,  the  sum  recoverable  will  be  such  proportion  of  the 
value  stated  in  the  policy  as  the  net  value  of  the  part  lost  bears  to  the 
net  value  of  the  whole.  For  underwriters'  purposes,  the  contributory 
value  cannot  exceed  the  insured  value  or  the  value  stated 
in  the  policy.  As  to  remedies,  the  owners  of  the  properties  sacrificed 
may,  if  they  choose,  proceed  on  the  contracts  in  the  policies  against 
the    insurers    in   the    first    instance,   leaving    the   insurers    to    proceed 
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against  any  third  parties  liable.  So,  also,  the  master's  lien  on  goods  for 
freight,  &c.,  continues  notwithstanding  adjustment,  but  it  may  be  got  rid 
of  by  means  of  a  bond  for  the  amount  that  may  be  found  due  on 
adjustment. 

Under  the  head  of  Particulau  Average  fall  all  partial  losses  to  ship 
or  to  cargo  on  a  voyage,  which  are  attributable  to  accident  or  have  been 
proximately  caused  by  perils  insured  against,  and  are  not  losses  due  to 
ordinary  wear  and  tear  or  inherent  defects  or  the  wilful  misconduct  of  the 
insured.  Accessory  expenditure  necessitated  by  a  particular  average  loss 
is  likewise  particular  average.  Distinguished  must  be  what  are  called 
particular  charges — i.e.,  expenses  incurred  in  avoiding  or  mitigating  a  loss 
which  would  fall  upon  the  insurer,  and  which  are  recoverable  from  the 
latter  under  the  sue  and  labour  clause. 

The  adjustment  of  claims  for  particular  average  presents  little  difficulty. 
Losses  under  this  head  are  not  contributed  for  by  the  co-adventurers  as  a 
body  as  are  general  average  losses,  but  fall  entirely  upon  the  owners  of  the 
particular  inteiests  suffering  deterioration.  The  claims  of  such  owners 
against  their  insurers  will  depend  on  the  two  following  elements  : — (a)  The 
measure  of  the  deterioration  sustained  ;  and  (6)  the  measure  of  the  insurers' 
liabilities  under  the  policies  of  insurance.  In  the  case  of  a  valued  policy, 
the  insurer  will  pay  such  fraction  of  the  value  stated  in  the  policy,  as 
the  value  of  the  part  of  the  interest  totally  lost  is  of  the  value  of  the 
whole  interest  as  insured ;  and  in  the  case  of  an  open  policy,  the  insurer 
will  pay  such  fraction  of  the  sum  upon  which  the  premium  has  been  paid 
as  the  value  of  the  part  of  the  interest  totally  lost  is  of  the  value  of  the 
whole  interest  as  insured.  In  the  case  of  the  ship,  the  value  of  the  whole 
interest  as  insured  is  the  value  of  the  ship  at  the  commencement  of  the 
risk ;  in  the  case  of  goods,  it  is  the  prime  cost  of  the  goods  as  put  on  board, 
plus  insurance  premiums  and  other  expenses  till  so  put  on  board  ;  and  in 
the  case  of  freight,  it  is  the  freight  that  v/ould  have  been  earned  in  respect 
of  the  whole  cargo  on  board.  The  insurer's  obligation  is  to  replace  the 
owner  in  his  position  at  the  commencement  of  the  risk,  and  therefore 
prospective  profits,  through  a  rise  in  the  market,  freight,  duty,  landing 
charges,  &c.,  are  in  this  case  no  concern  of  his.  Credit,  however,  must  be 
given  for  any  resulting  improvement  to  the  ship,  and  for  the  price  of 
goods  sold,  &c.  The  chief  deduction  from  the  cost  of  repairs  to  the  ship 
is  one  of  one-third  from  the  entire  cost  of  labour  and  materials  in  respect 
of  "  new  for  old."  Even  marine  interest  on  a  bottomry  bond  to  secure  the 
cost  of  the  repairs  is  subject  to  this  deduction,  though  not  graving  dock 
expenses,  use  of  appliances,  &c.  In  the  case  of  chain  cables  the  deduction  is 
one-sixth,  and  in  the  case  of  metal  sheathing  the  value  taken  is  that  of  the 
gross  weight  of  the  new,  less  the  proceeds  of  the  old  metal.  No  allowance 
is  made  for  anchors.  That  the  cost  of  repairs  at  a  foreign  port  is  greater 
than  it  would  have  been  at  home,  or  that  the  ship  has  been  totally  lost 
subsequent  to  the  repairs  being  made,  does  not  affect  the  question  of  the 
underwriter's  liability.  In  the  case  of  goods  which  have  suffered  damage 
during  the  voyage,  the  insurer  will  pay  such  proportion  of  the  value  stated 
in  the  policy  or  of  the  sum  insured,  as  the  price  actually  obtained  bears  to 
the  price  which  would  have  been  obtained  under  the  same  circumstances 
for  the  goods  if  sound ;  the  latter  proportion  is  merely  the  measure  of  the 
depreciation,  and  the  insurer  pays  actually  on  the  value  stated  in  the 
policy,  or  on  the  prime  cost  of  the  goods  as  put  on  board,  plus  the  expenses 
above  mentioned.  Similar  rules  will  be  applied  to  the  case  of  freight ; 
Avhere  less  than  the  full  amount  at  risk  is  covered  by  insurance,  the  pro- 


94 


AVERAGE   ADJUSTMENT 


portion  taken  is  that  of  the  value  stated  or  the  sum  insured  to  the  actual 
value ;  or  where  part  of  the  freight  has  been  paid  in  advance,  the  pro- 
portion taken  is  that  of  the  freight  at  risk  to  the  whole  freight ;  or  where 
only  a  portion  of  the  cargo  has  been  put  on  board,  the  proportion  taken  is 
that  of  such  portion  to  the  amount  originally  intended. 

We  give  an  example  of  a  particular  average  adjustment  extracted  from 
a  decided  case : — 

Particular  Average  Statement 

(For  "General  Miranda" — Jamaica  to  London.) 

Coffee  shipped,  per  invoice  and  hills  of  lading  .  .  .      £6326     0     1 

Insurance,  £7600  to  cover,  as  under : — 

£6750  at  15  gs.  per  cent.      .  .  .  £1063  2     6 

850  at  12  2s.  ,.  .  .  .         107  2     0 


£7600  policy 
Commission  at  J  per  cent,  for  effecting   . 


19 
38 


Do. 


do. 


for  settling  in  case  of  loss     38     0     0 


1265     4     6 


Deduct 
Amount  of  sound  coffee,  per  invoice  .  .  £2570     3     2 

Insurance  on  £3085  to  cover,  as  under : — 

£2740  at  15  gs.  per  cent.      .  £431   11     0 

345  at  12  gs.        „  .        43     9     4 


£7591     4     7 


7  14     3 


£3085  policy 

Commission   at    J  per  cent,  for 

effecting           .             .  .        15     8     6 

Do.                      do.  for 

recovery  in  case  of  loss  .        15     8     6 


513  11     7 


Add 
General  average  award,  per  Parkinson 


Deduct 
Proceeds  of  damaged  coffee,  per  sale 
Recovered  from  West  India  Dock  Co., 

per  statement      .  .  .    £2741   15     8 

Less  extra  law  costs  .  .  98  18     8 


£174  12     9 


2642  17     0 


3083  14     9 

£4507     9  10 

189     4     5 

£4696  14     3 


2817     9     9 


£1879     4     6 

Then,  £7600  :  £1879  : :  £100  :  £24,  14s.  6Jd. ;  or  the  insurer  will  pay  24}  per 
cent,  approximately. 
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In  particular  average,  adjusters  almost  invariably  require  the  policies 
of  insurance  to  be  produced  to  them. 

With  respect  to  what  are  called  salvage  charges — i.e.,  awards  to 
salvors  for  services  rendered — these,  unless  it  is  provided  in  the  policy  to 
the  contrary,  are  recoverable  as  maritime  losses  under  the  policy.  But  the 
expenses  of  the  insured  himself  and  his  servants  will,  so  far  as  properly 
incurred,  be  recoverable  as  a  general  average  loss. 

In  conclusion,  mention  should  be  made  of  the  York-Antwerp  Rules, 
1890,  and  the  Rules  of  Practice  adopted  by  the  Association  of  Average 
Adjusters,  1901.  These  will  be  found  printed  in  extenso  in  "  Abbott  on 
Merchant  Ships  and  Seameu,"  14th  edition,  pp.  1342-1356. 

John  R.  MIlraith. 

Award.     See  Arbitration. 

Back  Letter 

A  BOND  is  usually  drawn  in  terms  to  afford  the  maximum  security  to  the 
lender,  any  modifications  as  to  duration  of  loan,  rate  of  interest,  &c.  being 
provided  for  by  a  separate  document,  commonly  called  the  back  letter. 
This  may  either  take  the  form  of  a  letter  from  the  creditor  to  the  debtor, 
or  an  agreement  between  them.  As  the  document  is  truly  a  bilateral  con- 
tract between  borrower  and  lender,  the  latter  seems  the  preferable  form. 
Styles  of  both  are  here  given.  They  are  commonly  granted  by  the  agents 
of  the  parties,  although  in  law  they  have  no  implied  authority  to  bind 
their  clients  in  such  a  matter. 

They  should  be  executed  in  duplicate,  and  stamped  with  a  6d.  stamp. 

Form  1,  Agreement  between  Borrower  and  Lender,  modifying 

Terms  of  Bond 

Agreement  between  A.  (designation),  agent  for  C.  {designation  of  creditor), 
and  B.  (designation),  agent  for  D.  (designation  of  debtor),  as  to  the  terms  of  loan  of 
£  over  subjects,  No.  Street,  Edinburgh. 

Notwithstanding  the  terms  of  the  bond  and  disposition  in  security,  dated 
19     ,  for  £  ,  granted  by  the  said  D.  in  favour  of  the  said 

C,  it  is  agreed  between  the  parties  hereto  as  follows  : — 

1.  Provided  the  interest,  [premiums  of  insurance]  and  feu-duty  are  duly  and 

punctually  paid,  the  loan  will  not  be  called  up  before  the  term  of 
19     . 

2.  The  interest,  if  duly  and  punctually  paid,  shall  be  at  the  rate  of  per 

centum  per  annum. 

3.  The  lender  is  not  to  be  required  to  accept  repayment  of  this  loan  before  the 

said  term  of  19     . 

Form  2,  Letter  from  Lender  to  Borrower,  modifying  Terms 

of  Bond 

(Address  of  creditor,  and  date). 
To  A.  (designation  and  address  of  borrower). 

Sir, — With  reference  to  the  bond  and  disposition  in  security  for  <£ 
over  (subjects)  granted  by  you  in  my  favour,  and  dated  19     ,  [or,  of 

even  date  herewith],  it  is  understood  and  agreed  that,  notwithstanding  the  terms 
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of  the  said  bond  and  disposition  in  security,  (first)  the  loan  shall  not  be  called  up 
before  the  expiry  of  years  from  the  term  of  19     [or,  until  the 

term  of  19     ],  provided  the  interest  thereon  is  regularly  paid  at  the 

terms  mentioned  in  said  bond  and  disposition  in  security ;  and  (second)  the  said 
interest,  if  regularly  paid  as  aforesaid,  shall  be  at  the  rate  of  per  cent,  per 

annum  during  said  period  of  years  [or,  for  the  period  of  years  from 

this  date].     I  am,  &c., 

(Signed  by  creditor.) 

The  letter  or  agreement  should  be  either  holograph  or  adopted  as  holo- 
graph ;  or,  if  preferred,  may  be  tested  in  the  usual  way. 

Bad  Debt  Books 

These  books  consist  of  two  forms,  each  serving  a  distinct  purpose — viz., 
the  form  for  containing  the  original  entry  of  the  transference  of  the  debt 
from  among  the  live  accounts,  and  the  form  which  shows  the  whole  history 
of  the  debt  apart  from  other  debts.  The  former  of  these  is  commonly 
designated  the  Bad  Debt  Book,  the  latter  the  Bad  Debt  Ledger. 

When  a  debt  is  regarded  as  doubtful  and  is  to  be  removed  from  the 
ordinary  customers'  ledger  so  that  it  may  receive  the  special  attention 
which  its  circumstances  demand,  the  transfer  should  be  made  through  the 
journal  crediting  the  defaulting  debtor's  account  in  the  customers'  ledger 
and  debiting  an  account  opened  with  the  same  designation  in  the  Bad 
Debt  Ledger.  A  Bal  Debt  Ledger  is  thus  an  integral  part  of  the  book- 
keeping system :  it  is  simply  a  section  of  the  customers'  accounts  kept 
within  a  separate  binding  for  a  special  purpose.  The  Bad  Debt  Ledger 
ruliusr  mi^bt  be  as  follows  : — 


Form  of  Bad  Debt  Ledger 

Designation  of  Account  {exactly  as  it  appeared  in  the  Customers^  Ledger). 


Date. 

Particulars. 

ii 

Amount. 

Credits. 

Remarks. 

£       s.     d. 

£       S.     d. 

Column  1  will  ordinarily  contain  the  date  of  the  periodical  balance,  as 
it  is  usually  at  that  time  that  the  book  debts  receive  the  closest  scrutiny. 

Column  2  will  have  for  the  Dr.  entry  either  the  words  "  To  amount 
of  account"  or  "  To  balance  of  account,"  according  as  the  debt  is  the  whole 
amount  of  an  account  incurred  or  merely  an  unpaid  balance  of  such  an 
account ;  for  the  Cr.  entries  there  will  be  the  narrative  of  such  items  as 
dividends  received  from  a  bankrupt's  estate  and  miscellaneous  credits 
falling  to  be  made  to  the  particular  account. 

Columns  3  and  4  contain  respectively  the  posting  folio  from  the  journal 
and  the  amount  of  the  debt  being  transferred. 

Column  5  will  contain  the  amount  of  the  Cr.  entries  referred  to. 
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^P    Column  6  will  show  any  information  which  comes  to  hand  from  time 
^%  time,  which  may  prove  valuable  in  estimating  the  amount  which  the 
debt  may  yet  produce. 

At  the  date  of  the  annual  balance  the  accounts  in  the  Bad  Debt  Ledger 
would  have  to  be  gone  over  individually,  and  their  value  for  balance  sheet 
purposes  estimated  and  put  down  on  the  list  of  balances.  No  entry  of 
such  estimated  values,  however,  should  appear  in  the  Bad  Debt  Ledger, 
except,  indeed,  in  the  remarks  column.  Debts  which  are  regarded 
as  valueless  should  be  written  off,  and  for  this  purpose  a  Bad  Debt  Book 
is  necessary. 

Form  of  Bad  Debt  Book 


Date  of  Writing 
Off. 


Designation  of  Account. 


Folio 

in 

Ledger. 


Amount. 


Column  1  would  contain  the  date  of  the  book-keeper's  instructions 
from  his  principal  to  write  off  the  debt,  or  in  the  case  of  a  company,  the 
minute  of  directors'  meeting  authorising  the  writing  off  of  the  debt. 

Column  2  should  have  the  exact  name  of  the  account  as  it  stands  in 
the  Bad  Debt  Ledger  (or  in  the  Customers'  Ledger,  if  the  debt  be  still 
there). 

Column  3  contains  the  reference  folio  of  the  Bad  Debt  Ledger,  and  the 
entry  in  this  Bad  Debt  Book  would  be  posted  to  the  Bad  Debt  Ledger 
account,  thus  squaring  the  account. 

Column  4  would,  of  course,  only  contain  any  irrecoverable  balance  of 
the  debt — i  e.,  the  amount  actually  being  written  off. 

The  "  Amount "  column  of  this  book  would  be  added  periodically,  and 
the  total  carried  to  the  debit  of  Bad  Debts  Account,  or  direct  to  the  Profit 
and  Loss  Account. 


Balance  Book 

A  Balance  Book  is  in  its  purpose  similar  to  the  Accounts  Rendered 
Book,  but  there  are  two  forms  in  use  which  present  totally  different 
characteristics.  Form  1,  given  below,  shows  the  Balance  Book  as  merely  for 
showing  side  by  side  the  balances  on  the  particular  accounts  at  successive 
dates,  and  in  that  way  is  serviceable  as  showing  whether  any  of  the  book 
debts  is  steadily  increasing  to  an  undesirable  amount,  and  it  also  throws 
up  any  balance  standing  unchanged  from  time  to  time,  thus  causing 
inquiry  as  to  the  reason  for  the  account  being  inoperative.  Form  1  is  a 
convenient  form  into  which  to  cast  the  list  of  debtors'  balances  for  sub- 
mission periodically  to  the  Board  of  Directors  or  other  managing  body. 

Form  2  is  only  practicable  in  a  business  which  deals  in  large  and  few 
items,  as  the  liability  to  error  in  attaining  the  agreement  of  the  figures  is 
so  great  as  almost  to  neutralise  any  benefit  accruing  from  the  use  of 
the  system.  The  form  is,  in  fact,  a  tabular  abstract  of  the  debtors' 
accounts,  bringing  out  the  balances  due  at  the  closing  date.  The  aggregate 
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of  these  balances  should,  of  course,  agree  with  the  balance  brought  out  on 
the  Debtors'  Ledger  Adjustment  Account,  and  also  with  the  item,  Debtors' 
Balances,  included  in  the  balance  sheet. 

Form  1,  Simple  Form  of  Balance  Book 


Fol. 


Debtors'  Names. 


31st  March, 
19    . 


30th  June, 
19    . 


30th  September 
19    . 


31st  December, 
19    . 


«.     d. 


«.     d. 


It  is  assumed  that  the  form  given  above  is  in  use  by  a  firm  balancing 
its  books  quarterly.  For  less  frequent  balances  it  would  only  be  necessary 
to  reduce  the  number  of  columns,  or  simply  to  let  the  one  list  serve  over  a 
longer  period.  To  obviate  the  necessity  of  re-writing  the  debtors'  names 
even  once  a  year,  the  book  could  be  ruled  with  columns  sufficient  to  last 
for  a  few  years,  but  the  disadvantage  attached  to  this  method  is  that  the 
dead  or  inoperative  accounts,  which  would  have  no  balances  on  them, 
would  still  be  included  in  the  list. 


Form  2,  Combined  Form  of  Balance  Book  and  Debtors' 
Adjustment  Account 


Fol. 


Debtors'  Names. 


Balance  at 

Ist  January, 

19    . 


8.    d. 


Sales. 


8.    d. 


8.    d. 


Other  Credits. 


£      8.    d. 


Balance  at 

Slst  December, 

19    . 


8.      d. 


This  abstract  opens  with  the  balances  standing  at  the  debtors'  debit  at 
the  opening  of  the  financial  year  (assumed  to  be  1st  January) ;  the  amounts 
debited  to  the  various  accounts  for  the  year  in  respect  of  sales  are  then 
tabulated ;  and,  likewise,  the  credits  in  the  accounts  consisting  of  cash  in 
one  column,  and  discounts,  returns,  and  bad  debts  written  off,  are  then 
tabulated  in  the  other  column.  The  resulting  balances  in  the  column  at 
the  close  of  the  year  must  then  agree  with  the  balances  brought  out  on  the 
ledger  accounts  at  that  date.  The  total  of  the  first  column  must  be  the 
amount  which  appeared  in  the  balance  sheet  at  the  close  of  the  previous 
year  as  due  by  debtors,  and  the  total  of  the  second  column  will  agree  with 
the  aggregate  of  the  credit  side  of  the  credit  sales  account  {i.e.,  the  day 
book  totals  without  deduction  of  the  returns).  In  the  same  way,  the  "  Other 
Credits  "  column  must  be  the  aggregate  of  the  discounts,  bad  debts,  returns, 
and  such  like  items ;  while  the  aggregate  of  the  last  column  must  agree 
with  the  balance  shown  on  the  Debtors'  Ledger  Adjustment  Account,  and 
it  will  be  also  the  figure  to  be  included  in  the  balance  sheet  as  the  book 
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debts  outstanding.  This  form  is  similar  in  principle  to  Jones'  Balance 
Book,  for  form  of  which  see  under  Trial  Balance. 

Balance    Sheets.     See  Revenue  Accounts  and  Balance 
Sheets 

Bank  Books 

It  is  the  custom  of  bankers  once  in  every  year  to  bring  their  books  to  a 
balance,  debit  their  customers'  accounts  with  the  interest  due  on  them,  and 
carry  the  balance  brought  out  to  the  debit  or  credit,  as  the  case  may  be,  of 
a  new  account,  the  interest  thereafter  becoming  principal.  The  account  is 
at  the  end  of  the  financial  year  docqueted  as  correct  by  the  customer  or  by 
some  one  having  his  authority.  The  effect  of  the  docquet  is  to  shift  the 
onus  of  proving  payments  debited  prior  thereto  from  the  bank  to  the 
customer.  A  bank  is  not  bound  to  accumulate  the  interest  with  the 
principal  on  any  account,  the  holder  of  which  has  become  insolvent, 
whether  by  his  estates  being  sequestrated,  by  compounding  with  his 
creditors,  or  by  granting  a  trust  deed  for  their  behoof.  In  the  event  of 
insolvency  the  bank  is  entitled  to  go  back  to  the  balance  immediately 
preceding  such  event,  and  to  charge  interest  from  that  date.  The  mere 
fact,  however,  of  a  company  going  into  voluntary  liquidation  does  not  seem 
to  have  the  same  effect.  The  entries  of  the  receipt  of  money  in  the 
customer's  pass-book  duly  authenticated  by  the  bank  officials  are,  prima 
facie,  evidence  against  the  bank.  It  is,  however,  open  to  the  bank  to  show 
by  evidence,  prout  de  jure,  that  the  entries  contained  in  it  are  erroneous, 
have  been  made  by  mistake,  or  that,  in  fact,  the  money  was  never  received 
by  the  bank.  To  this  rule  there  is  the  exception  that  where  the  customer, 
in  the  belief  that  the  entries  contained  in  the  pass-book  are  correct,  has 
altered  his  position  for  the  worse,  the  banker  is  bound  by  the  entries  con- 
tained in  the  pass-book,  and  cannot  subsequently  set  off  sums  afterwards 
paid  in  to  the  customer's  credit  against  the  entries  which  he  erroneously 
represented  himself  as  having  received.  On  the  other  hand,  entries  in  the 
pass-book  of  sums  paid  to  the  customer  are,  prima  facie,  evidence  against 
him,  where  the  pass-book  has  been  in  his  possession  and  returned  to  the 
bank  without  objection.  It  is  the  law  in  England  that  entries  in  the 
banker's  own  books,  other  than  the  pass-book,  are  not  binding  on  him 
until  they  have  been  communicated  to  the  customer,  as  until  this  has  been 
done,  the  election  to  apply  the  payments  in  the  particular  manner  entered 
in  the  books  is  not  complete.  In  Scotland  it  has  been  decided  that  a 
customer  is  entitled  to  found  on  the  entries  contained  in  the  bank  books 
to  his  credit,  while  the  entries  in  such  books  to  his  debit  are  not  admissible 
as  evidence  in  favour  of  the  bank.  Where  bank  books  or  any  entries  in 
them  are  called  for  as  productions  in  legal  proceedings.  The  Bankers'  Books 
Evidence  Act,  1879,  provides  that  "  the  entries  in  ledgers,  day-books,  cash- 
books,  and  other  account  books  of  any  bank  shall  be  admissible  in  all 
legal  proceedings  as  prima  facie  evidence  of  the  matters,  transactions,  and 
accounts  recorded  therein  on  proof  being  given  by  the  affidavit  in  writing 
of  one  of  the  partners,  managers,  or  officers  of  such  bank,  or  by  other 
evidence  that  such  ledgers,  day-books,  cash-books,  or  other  account  books 
are  or  have  been  the  ordinary  books  of  such  bank,  and  that  the  said  entries 
have  been  made  in*  the  usual  and  ordinary  course  of  business,  and  that 
such  books  are  in,  or  come  immediately  from,  the  custody  or  control  of 
such  bank."     The  books  themselves  need  not  be  produced,  as  copies  of  all 


100  BANK    BOOKS 

entries  in  them  may  be  proved  in  legal  proceedings  as  evidence  of  such 
entries  by  means  of  the  affidavit  of  a  person  who  has  examined  the  same. 
The  following  is  a  form  of  the  affidavit : — 

Form  of  AflBdavit 

"Affidavit  under  Bankers'  Books  Evidence  Act,  1879" 
{Here  copy  Account.) 
At  ,  the  day  of  ,  in  the  year  19     . 

In  the  presence  of  A.  B.,  one  of  His  Majesty's  Justices  of  the  Peace 
for 
Compeared  C.  D.    {designation),  who  being  solemnly  sworn  and   examined, 
♦lepones  that  the  foregoing  is  a  copy  of  the  account  kept  in  the  ledger  of  the 
Bank  at  their  office  in  ,  in  name  of  , 

from  the  day  of  until  the  day  of         ,  when 

the  said  account  was  closed  {or  as  the  case  may  be),  that  the  said  ledger  was  at  the 
time  when  the  entries  in  the  said  account  were  made  one  of  the  ordinary  books  of 
the  bank,  and  the  said  entries  were  made  in  the  usual  and  ordinary  course  of 
business,  and  that  the  said  ledger  is  now  in  the  custody  of  the  Bank :  Depones 
also  that  he  has  examined  the  foregoing  copy  account  with  the  original  and  found 
it  correct :  All  which  is  truth,  as  the  Deponent  shall  answer  to  God, 

C.  D. 

A.  B.,  J.P. 

Where,  however,  a  bank  is  a  party  to  any  action  its  position  is  that  of 
any  other  litigant,  and  production  of  its  books  can  competently  be  called 
for. 

While  the  system  followed  by  banks  in  keeping  their  books  must,  of 
necessity,  differ  materially  in  certain  cases — e.g.,  as  between  two  institu- 
tions, one  of  which  has  an  office  in  London  alone  and  the  other  provincial 
branches  as  well — there  is  a  considerable  similarity  in  this  respect  among 
banks  circumstanced  alike,  any  difference  lying  chiefly  in  the  variety  of 
accounts  into  which  transactions  are  divided.  We  now  proceed  to  show,  by 
examples,  how  the  various  accounts  are  kept  at  a  branch  of  a  bank  having 
its  head  office,  say,  in  Edinburgh,  and  an  office  in  London,  and  how  certain 
returns  embodying  these  transactions  are  rendered  to  the  head  office. 
Thereafter  the  book-keeping  at  headquarters  is  dealt  with  and  examples  of 
various  special  accounts  given,  the  balance  sheet  being  finally  taken  up 
and  analysed.  It  must,  of  course,  be  understood  that  probably  no  bank 
follows  strictly  the  system  here  described,  but  it  may  safely  be  assumed 
that  the  main  features  delineated  are  common  to  bank  book-keeping. 


Branch  Book-keeping  and  Returns 
(1.)  daily  cash-book 

In  this  book,  a  specimen  of  which  is  given  with  illustrative  entries,  the 
transactions  are  entered  as  they  arise  with  the  public,  but  it  will  be 
observed  that  certain  classes  of  accounts  are  kept  separate.  This  "  group- 
ing "  is  found  to  be  convenient,  especially  at  the  larger  offices. 

It  may  be  mentioned  at  the  outset  that  the  banks  usually  employ  con- 
tractions for  names  of  branches,  titles  of  accounts,  &c.,  when  these  have  to- 
be  inserted  in  the  books  and  returns. 
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(3.)   CURRENT   ACCOUNT   LEDGER 

This  book  is  usually  made  of  such  a  size  as  will  last  for  a  year,  at  the  end 
of  which  interest  (if  any)  is  applied  to  the  various  accounts  and  the 
balances  transferred  to  a  new  volume.  At  some  of  the  larger  offices  two 
or  more  volumes  may  be  required  annually,  and  in  such  cases  so  many  of 
the  accounts  are  appropriated  to  each.  A  space  is  set  apart  in  the  ledger  for 
each  account  holder,  and  the  names  are  arranged  alphabetically.  In  the 
specimen  account  given  it  will  be  seen  that  two  columns  are  used  for 
cheques  paid — the  first  being  for  the  amounts  of  the  individual  cheques, 
and  the  second  for  the  daily  totals.  This  simplifies  operations,  especially 
in  the  case  of  large  accounts.  Although  the  Scottish  banks  do  not  now 
allow  interest  on  Gr.  balances,  two  columns  are  shown  for  "products" 
and  "  interest "  in  order  to  give  a  complete  view.  When  a  change  in  the 
rate  of  interest  occurs,  the  products  to  that  date  are  usually  summed 
and  the  interest  extended.  The  interest  is  arrived  at  by  taking  one  day's 
interest  on  the  product  at  the  rate  which  had  prevailed,  or,  more  con- 
veniently, 100  days  on  the  100th  part  of-  the  amount.  "  Product  tables  " 
are,  however,  generally  used,  which  show  at  a  glance  the  relative  interest 
at  various  rates.  The  entries  in  the  ledger  are  checked  daily  by  an  inde- 
pendent officer,  and  the  balances  of  the  accounts  are  taken  down  weekly, 
and  the  totals  checked  with  the  General  Ledger  Account.  Against  each 
account  is  marked  the  word  "  pass-book "  or  "  receipts,"  according  to  the 
form  of  acknowledgment  for  sums  paid  in.  At  the  end  of  the  year  the 
pass-books  are  balanced  with  the  ledger,  and  in  the  case  of  the  other 
accounts  copies  are  sent  to  the  holders  for  verification.  A  docquet  in  the 
form  shown  is  usually  appended  to  each  account  in  the  ledger  after  being 
closed,  and  on  its  being  signed  by  the  holder,  the  paid  cheques  are 
delivered  up. 


[Form  3. 
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(4.)  Deposit  Receipt  Register 

Part  of  this  Register  consists  of  an  alphabetical  index  containing  the 
names,  designations,  and  addresses  of  the  depositors,  with  the  numbers  of 
the  respective  Receipts.  Where  the  Receipts  are  numerous,  a  separate 
index  is  sometimes  used.  When  the  Receipt  is  paid,  the  date  of  payment 
is  inserted  in  the  Register,  and  the  number  in  the  index  is  underlined. 
The  outstanding  Receipts  of  any  one  depositor  can,  therefore,  be  easily 
ascertained. 

Judicial  consignations  are  usually  treated  in  a  separate  account,  and 
the  entries  recorded  in  a  book  by  themselves.  The  interest  on  such  must 
be  applied  to  the  principal  annually. 

Form  4,  Deposit  Receipt  Register 


Date. 


1905. 

Sept.  1. 


No. 


38,204 


Name,  &c. 


James  Anderson,  24 
Princes  Street,  Edin- 
burgh. 

William  King,  Grocer, 
Jedburgh. 


Agent  s 
Initials. 


Amount. 


£      s.   d. 

300    0     0 

50    0    0 


Date  of 
Payment. 


Reference  may  here  be  made  to  the  manner  in  which  interest  on 
Deposit  Receipts  is  generally  calculated.  Owing  to  the  frequent  change 
in  the  rate,  the  operation  of  making  separate  calculations  for  each  period 
during  which  the  various  rates  have  run  would  often  be  tedious.  Tables 
are,  therefore,  used  in  which  double  the  rate  current  is  added  daily,  the 
unit  being  treated  as  a  decimal.  The  difference  between  the  figures  as  at 
the  date  of  a  Receipt  and  the  date  of  payment  is  then  reckoned  as  the 
number  of  days  and  parts  of  a  day  the  Receipt  has  been  current  at  5  per 
cent.  Supposing  the  rate  were  3J  per  cent,  the  amount  added  daily  in  the 
tables  during  the  continuance  of  the  rate  would  be  '7.  In  10  days  the 
amount  added  would  be  7'0,  and  the  equation  would  be  as  follows: — 
10  days  at  3  J  per  cent.=7'0  days  at  5  per  cent. 


[(5.)  Draft  Registek. 
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(10.)  DIARY 

In  this  book  a  space  is  set  apart  for  each  day.  Bills  and  cheques  to 
be  collected  at  the  branch  are  entered  in  certain  classes,  as  shown  in  the 
subjoined  specimen.  Each  day's  transactions  are  summed,  and  the  total 
carried  to  the  Daily  Cash  Book.  Should  there  be  any  unpaid  documents 
at  the  end  of  the  day,  the  amounts  are  extended  in  an  outer  column,  and  the 
total  carried  to  the  credit  of  the  Cash  Book.  At  offices  where  the  cheques 
received  are  very  numerous,  it  is  found  more  convenient  to  enter  such  in 
a  separate  register ;  but,  generally  speaking,  the  Diary  is  sufficient  for  the 
purpose,  as  the  space  for  each  day's  transactions  can  be  regulated  to  meet 
the  necessities  of  the  case.  The  book  is  also  useful  for  taking  note  of 
matters  calling  for  attention  at  certain  dates. 

Form  10,  Diary 

1st  September  J  1905 


Account 

Name. 

Local  Bills. 

Scotch  Bills 

and 

Scotch  Cheques 

Branch. 

Sundries. 

1      Initials. 

Documei 
Unpalc 

Credited. 

Teller. 

Agent 

£ 

s. 

d. 

£     s.    d. 

£     s.    d. 

£    «. 

L.O. 

Clyd.  Bk. 

50     0     0 

Scotch  Chqs. 

B.L.  Co. 

Kelso,  326 

260     0    0 

^ 

.. 

Union 

Stir.,  437 

32  19     4 

■ 

11 

Cbd. 

Pais.,  670 

314  15     0 

n 

•1 

„ 

Ph.,  500 

50    0    0 

50    0 

S.B.  &  C.R 

Wilson 

Dumfs. 

300     0    0 

Com.  a/c. 

Commission 
thereon 

0    7    6 

1 

Bills  Lodged 

Greig 

Ph.,  250 

30    0    0 

■ 

N.P.B.  of  E. 

Cheque  colld. 

Cardiff 

15  10    0 

■ 

Local  Bills 

Brown. 

65 

0 

0 

No.  35 

50    0 

65 

0 

0 

657  14     4 

395  17     6 
65    0    0 

— 

^"^ 

^^"■^■^^ 

657  14     4 

Carried  to 

Daily  Cash  Be 

)0k         £] 

1118  11  10 

[(11.)  Discount  Led( 
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(12.)  "clean"  or  weekly  cash  book 

In  this  book  the  transactions  appearing  in  the  Daily  Cash  Book  and 
Journal  are  arranged  under  various  accounts,  the  titles  of  most  of  which 
will  be  found  under  "  Abstract  of  Transactions."  A  trial  balance  is  made 
daily,  and  the  book  is  finally  balanced  and  squared  off  on  the  weekly 
balance  day.  The  daily  totals  only  of  current  accounts  need  be  posted 
into  this  book,  as  full  details  appear  in  the  Daily  Cash  Book  and  Journal ; 
and  the  daily  totals  of  cheques  received  and  remitted,  and  of  bills  received 
and  discounted,  are  treated  in  the  same  manner,  full  particulars  being  given 
in  the  diary  and  various  registers.  Some  banks  dispense  altogether  with  the 
Weekly  Cash  Book  and  make  the  entries  direct  on  sheets  having  appropriate 
headings.  These  sheets  form  part  of  the  weekly  "  State  "  to  the  head  office, 
and  a  press  copy  is  usually  retained  at  the  branch  for  reference.  The  totals 
of  the  various  accounts  are  entered  in  a  return  entitled  "  Abstract  of  Trans- 
actions," a  specimen  of  which  is  given.  Had  the  transactions  appearing 
in  the  Daily  Cash  Book  and  Journal  embraced  those  for  a  complete  week, 
the  figures  entered  in  the  specimen  Abstract  would  be  those  actually 
returned.  It  will  be  observed  that  the  Abstract  contains  two  classes  of 
accounts  : — (1)  those  under  "  Bank's  Account  Current,"  referring  to  trans- 
actions which  originate  but  do  not  terminate  at  the  branch ;  and  (2)  those 
under  "Local  Accounts,"  relating  to  transactions  which  are  completed  at  the 
place  of  origin.  As  indicated  above,  full  details  of  all  the  transactions, 
with  the  exception  of  current  accounts,  are  furnished  in  the  State  sheets. 


Form  12,  Weekly  Cash  Book 

Abstract  of  Transactions  for  Week  ending 


Branch. 


Dr. 

Cr. 

Bunk's  Account  Current,  viz.  : — 

£ 

s. 

d. 

£ 

s.     d. 

London  Office  ...... 

263 

2 

6 

420 

17     6 

Drafts  on  Head  Office 

645 

0 

0 

Drafts  on  Scotch  Correspondents 

81 

12 

6 

Branch  General  Account  . 

165 

2 

3 

77 

0     0 

English  and  Irish  Correspondents 

240 

1 

0 

287 

0     0 

Foreign  Correspondents     . 

140 

0 

0 

25 

0     0 

Scotch  Bills      .... 

75 

0 

0 

613 

0     0 

Scotch  Cheques 

657 

14 

4 

819 

16     2 

Scotch  Bills  and  Cheques  returned 

300 

0 

0 

50 

0     0 

London  and  Foreign  Bills 

84 

5     7 

English  Provincial  and  Irish  Bills 

108 

0     0 

Bills  Lodged    .... 

30 

0 

0 

120 

0     0 

Sundries 

2,597 

12 

7 

2,604 

19     3 

Local  Accounts,  viz. : — 

Cash  Accounts          ..... 

125 

0 

0 

25 

16     0 

Deposit  Accounts      .         .         . 

647 

14 

8 

394 

6     2 

Deposit  Keceipts 

350 

0 

0 

145 

0     0 

Local  Bills        .... 

65 

0 

0 

150 

0     0 

Exchange  Vouchers . 

Past-due  Bills 

Scotch  Bills  for  Collection 

75 

0     0 

Penny  Stamp  Account 

0 

10 

9 

Bill  Stamp  Account . 

Composition  Stamp  Duty  Account 

Interest  Account 

6 

1 

2 

2 

13  11 

Commission  Account 

2 

4 

1 

Charges,  General 

2 

0     ] 

^       To  Balance  of  Cash  from  last  State 

10,411 

13 

2 

By  Balance  of  Cash  on  hand 

10,606 

1     0 

14,205 

16 

5 

14,205 

16     5 
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(13.)    LOCAL    GENERAL    LEDGER 

The  general  accounts  at  the  branch  are  kept  in  tljis  book  in  progressive 
form.  A  section  of  the  book  is  set  apart  for  each  account,  and  the  weekly- 
totals  are  posted  from  the  "  Clean  "  Cash  Book,  or  State  sheets  as  the  case 
may  be.  In  the  specimen  form  the  actual  figures  are  taken  from  the 
"Abstract  of  Transactions,"  and  the  accounts  brought  to  a  balance,  but  it 
will  of  course  be  understood  that  the  mode  of  balancing  shown  is  for  con- 
venience merely  in  the  present  case,  and  cannot  be  carried  out  in  actual 
practice. 

Form  13,  Branch  General  Ledger 


Date. 

Weekly  Amounts, 

Weekly  Balance. 

Dr. 

Cr. 

Dr. 

Cr. 

j-ank's  Account  Current 
Cash  Accou7its 
Deposit  Accounts     . 
Deposit  Receipts 
Local  Bills      , 

1905. 
Aug.  25 
Sept.    1 

Aug.  25 
Sept.   1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.   1 

Aug.  25 
Sept.   1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

Aug.  25 
Sept.    1 

To  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

By  Bal.  from  last  a/c. 
Cash 

By  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash  ^ 

By  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

By  Bal.  from  last  a/c. 
Cash 

To  Bal.  from  last  a/c. 
Cash 

£     s.     d. 

116,815    9    2 

2,604  19    3 

£,     s.    d. 
2,597  12    7 

£    s.     d. 
116,822  15  10 

4,900  16    0 

8,185    2    6 

37  12    6 

3,865  14    2 

3  12  11 

0  12    6 

319  11    1 

269    2  10 

£     8.    d. 

119,420     8     5 

2,597  12    7 

5,000    0    0 
25  16    0 

125    0    0 

.'5,025  16     0 

125    0    0 

394    6    2 

24,182  13  11 
647  14    8 

394     6     2 

24,830    8     7 

24,436    2    5 

145     0    0 

120,486    1     7 
350    0    0 

145    0    0 

120,83fi    1     7 

120,691    1    7 

8,100    2    6 
150    0    0 

65    0    0 

8.250    2    6 

65     0    0 

Past-due  Bills 

Scotch  Bills  for  Collection 

Penny  Stamp  Account    . 

Bill  Stamp  Account 

Composition  Stamp  Duty 
Accou7it 

Interest  Account     . 
Commission  Account 
Charges  General     . 

37  12    6 

37  12    6 

3,790  14    2 
75    0    0 

3,865  14    2 

4    3    8 

0  10    9 

4    3    8 

0  10    9 

0  12    6 

0  12    6 

0  17    6 

0  17    6 

0  17    6 

322  18    4 
2  13  11 

6    12 

325  12    3 

6    12 

80  15    9 
2    4    1 

82  19  10 

E2  19  10 

267    2    9 
2    0    1 

269     2  10 

Balance  of  Cash   . 

134,405    0    4 
10,806    1    0 

£145,511  1     4  !   145,211    1     4 
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These  balances  are  returned  weekly  to  head  office,  along  with  the 
"  Abstract  of  the  Transactions  "  and  relative  State  sheets  already  referred 
to.  Various  other  returns  are  rendered  weekly,  some  of  which  will  be 
alluded  to  at  a  later  stage. 

Reference  may  here  be  made  to  the  principal  returns  made  half-yearly 
in  connection  with  the  balance.     In  these  full  details  are  given : — 

1.  Deposit  receipts  outstanding,  with  the  interest  due  on  each. 

2.  Current  accounts,  with  the  interest  due  thereon. 

3.  Short  loans  for  fixed  periods,  with  the  rebate  on  each. 

-'  o^  f  1,  i.-n  'AC        11     4.-        !■  with  rediscount  at  5  per  cent. 

o.  Scotch  bills  received  tor  collection  J  ^ 

().  Past-due  bills,  with  interest  where  recoverable. 

7.  Classified  statements  of  interest  and  commission  accounts  and  charges 

for  the  half-year. 

Head  Office  Book-keeping 

Having  considered  the  manner  in  which  transactions  at  a  branch  are 
passed  through  the  various  books  there,  classified  and  "  returned  "  to  head 
office,  attention  may  now  be  directed  to  their  treatment  at  headquarters. 

It  is  usual  to  keep  two  Day  Books  at  the  chief  office — one  for  the 
bank's  account  and  the  other  for  local  accounts — and  into  these,  in  columns 
headed  with  the  titles  of  the  different  accounts,  are  posted  the  figures — 
including  the  balance  of  cash — from  the  "  Abstract  of  Transactions  "  refer- 
able to  each  office.  It  follows  that,  when  the  columns  are  summed  and 
the  figures  in  the  two  books  amalgamated,  the  two  sides — Dr.  and  Cr. — 
should  agree.  A  similar  operation  takes  place,  in  another  volume,  in  regard 
to  the  "  General  Leuger  Balances,"  the  totals  of  which  form  a  check  on  the 
balances  of  the  local  accounts  at  all  the  offices,  as  brought  out  in  the 
Progressive  Ledger  referred  to  below.  On  the  Day  Books  being  balanced,, 
the  totals  for  the  week  referable  to  each  account  are  posted  into  the 
"  Progressive  Ledger  "  (or  "  General  Ledger  of  the  bank  "),  which  contains 
every  account,  and  is  balanced  with  all  other  ledgers  and  independently,, 
weekly.  From  this  ledger  are  entered  in  the  Progressive  Ledger  Balance 
Book  the  weekly  balances  of  the  several  accounts,  arranged  so  that,  when 
grouped,  the  assets  and  liabilities  of  the  bank  may  be  readily  ascertained. 

Consideration  may  now  be  given  to  the  various  divisions  in  the 
"bank's  account." 

London  Office 

The  ledger  for  this  account  is  posted  from  the  branch  weekly  State 
sheets,  the  transactions  at  head  office  being  of  course  included.  Sheets- 
are  received  daily  from  London  containing  particulars  of  the  transactions 
arising  there  under  "  bank's  account,"  and  the  entries  therein  are  marked 
off  against  the  relative  entries  in  the  ledger.  At  the  end  of  the  week — 
the  balance  day,  by  the  way,  varies  among  the  banks — the  outstanding: 
amounts — T)r.  and  Cr. — in  the  ledger  and  London  sheets  are  taken  down 
in  a  balance  book,  summed,  and  the  balance  struck.  As  drafts  issued  on 
the  London  Office  are  numerous,  it  may  be  found  convenient  to  treat  them 
under  a  separate  account. 

Drafts  on  Head  Office 

The  ledger  for  this  account  is  kept  somewhat  differently  from  the  last 
named.     As  the  drafts  are  paid  at  the  head  office,  they  are  debited  in  the 
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ledger,  and  the  entries  are  thereafter  checkmarked  against  the  correspond- 
ing credits  in  the  State  sheets.  The  outstanding  amounts  at  the  end  of 
the  week  are  taken  down  from  the  sheets  in  a  balance  book  and  balanced 
with  the  Progressive  Ledger. 

Drafts  on  Scotch  Corhespondents 

This  ledger  is  similarly  kept.  It  should  be  explained  that  these 
drafts,  after  having  been  cashed,  return  to  the  debit  of  the  issuing  bank 
through  the  Clearing  House. 

BRANCH  GENERAL  ACCOUNT 

The  debits  under  this  account  appearing  in  the  State  sheets  are  marked 
off  against  the  credits,  and  the  totals  of  the  latter  outstanding  at  each 
branch  are  taken  down  weekly  in  a  balance  book  and  summed. 

English  and  Irish  Correspondents 
Foreign  Correspondents 

Full  details  of  the  debits  and  credits  are  entered  in  the  ledgers  under 
the  respective  correspondents,  and  in  appropriate  columns  where  different 
rates  of  commission  are  charged  or  allowed.  The  terms  for  keeping  such 
accounts  vary  according  to  circumstances.  A  copy  of  the  account  is  periodi- 
cally rendered  by  or  to  the  correspondent,  and  balances  settled,  as  may  be 
arranged. 

Scotch  Bills 

When  bills  are  discounted  at  a  branch,  payable  at  another  place  where 
the  bank  has  an  office,  they  are  forwarded  at  once  and  debited  under 
"bank's  account"  to  that  branch.  The  latter  credits  the  amounts  under 
*'  bank's  account,"  and  debits  its  local  account  of  Scotch  bills.  The  ledger 
is  posted  from  the  debit  side  of  the  State  sheets  and  marked  off  from  the 
credits  appearing  therein.  The  outstanding  amounts  make  up  the  balance 
of  the  account,  and  should  represent  the  bills  in  transitu  between  offices. 

Scotch  Cheques 

As  may  readily  be  understood,  this  account  contains  by  far  the  largest 
number  of  transactions.  The  credits  in  the  State  sheets  are  marked  off 
against  the  debits,  and  the  total  of  the  latter  outstanding  at  each  office  at 
the  end  of  the  week  are  carried  into  a  balance  book  and  summed. 

Scotch  Bills  and  Cheques  Returned 

As  in  the  case  of  "  Scotch  cheques,"  the  credits  to  this  account  in  the 
State  sheets  are  marked  off  against  the  debits,  but  the  latter  outstanding 
are  detailed  in  a  balance  book  at  the  end  of  the  week. 

London  and  Foreign  Bills 

On  these  bills  being  discounted  at  a  branch,  they  are  debited  to  the 
account,  and  at  once  forwarded  to  the  head  office.     There,  those  of  them 
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which  are  payable  in  London  are  "diaried"  according  to  their  due  dates, 
and  a  few  days  before  maturity  are  remitted  to  the  London  OflSce,  who 
immediately  give  credit  therefor,  making  entries  similar  to  those  described 
under  "  Scotch  Bills."  Bills  payable  abroad  are  sent  by  the  head  office 
to  foreign  correspondents  for  collection,  sold  on  'Change  in  London,  or 
otherwise  dealt  with  according  to  circumstances.  All  the  debits  made 
to  the  account  are  posted  from  the  States  into  the  ledger,  and  the 
credits  by  the  London  Office,  and  remittances  received  from  foreign  cor- 
respondents, &c.,  are  entered  in  a  separate  section  of  the  book.  The 
balance  in  the  ledger  is  checked  by  taking  down  the  bills  on  hand  per 
diary,  those  in  transitu  to  the  London  Office,  and  any  that  may  be  in 
the  hands  of  correspondents  for  collection,  and  summing  the  whole. 


English  Provincial  and  Irish  Bills 

These  Bills  are  similarly  dealt  with,  the  documents  being  "diaried" 
under  the  titles  of  the  correspondents  to  whom  they  are  sent,  and  whose 
accounts  are  debited  therewith  as  at  the  dates  of  maturity  of  the  bills, 
corresponding  credits  being  made  to  the  above  account. 


Bills  Lodged 

The  debits  under  this  account  are  marked  off  in  the  State  sheets 
against  the  corresponding  credits,  and  such  of  the  latter  as  are  unaccounted 
for  at  the  end  of  the  bank's  week  are  detailed  in  a  balance  book  and 
summed,  thereby  bringing  out  the  balance. 


Sundries 

This  includes  all  accounts  for  which  there  are  no  separate  divisions, 
and  the  entries  are  posted  from  the  States  into  the  "  Sundries  Day  Book  " 
under  their  appropriate  headings. 


Sundries  Day  Book 

This  book,  besides  recording  under  their  respective  accounts  the 
various  transactions  at  the  head  office  and  branches  grouped  under 
the  heading  "Sundries,"  contains  numerous  cross  entries,  such  as  "London 
Office"  Dr.  to  "London  and  Foreign  Bills"  for  bills  remitted  there  for 
collection ;  "  Sundry  Correspondents "  Dr.  to  "  English  Provincial  and 
Irish  Bills,"  and  to  "Bills  Lodged"  for  bills  collected  by  them  ;  "Invest- 
ments" Dr.  to  "London  Office"  for  stocks  bought  there  for  the  bank; 
cross  entries  rectifying  errors,  &c.  The  book  is  written  up  weekly,  and  the 
entries  are  posted  into  the  appropriate  accounts  in  the  Progressive  Ledger. 


Sundries  Ledger 

This  volume  contains  a  variety  of  accounts  for  which  there  are  no 
separate  ledgers — e.g.,  General  Accounts  of  "  Interest,"  "Commission,"  and 
"Charges,"  "Capital,"  "Reserve,"  "Fund  for  Continfjencies,"  "Invest- 
ments," "Heritable  Property,"  "Dividends,"  "Stamps,"  «fec.,  &c. 
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per  cent,  on  the  purchase  price  (102),  or,  say,  £3,  148.  per  cent,  on  the 
amount  of  stock.  Were,  however,  £3,  14s.  per  cent,  taken  into  profits, 
compound  interest  would  have  to  be  allowed  on  the  6s.  per  cent,  per 
annum  appropriated  to  the  redemption  of  the  premium,  in  order  to  brinor 
the  amount  available  at  the  maturity  of  the  bonds  up  to  the  necessary  £:i 
per  cent. 

Form  15,  Account  in  Investment  Ledger 

New  South  Wales  Government  4  per  cent.  Bonds — Redeemable  \st  J  any,  1911 
{Interest  payable  1st  Jany.  and  \st  July) 


Date. 


1905. 
Jany.  1. 

July  1. 
I.     1. 

1906. 
Jany.  1. 
.1      1. 

July  1. 
n     1. 

1907. 
Jany.  1, 
n     1. 

July  1. 
..     1. 

1908. 
Jany.  1. 
r.     1. 


July  1. 
.1     1. 

1909. 
Jany,  1. 
M      1. 


July  1. 
..     1. 

1910. 
Jany.  1. 
..      1. 


July  1. 
H  '    1. 

1911. 
Jany.  1. 

M        1. 


♦  •' 


To  Bonds  bought  at  102 

per  cent.  . 
To  Interest   .         . 
By  Interest  received 


To  Interest    . 

By  Interest  received 

To  Interest   . 

By  Interest  received 


To  Interest    . 

By  Interest  received 

To  Interest    . 

By  Interest  received 


To  Interest    . 

By  Interest  received 

To  Interest    . 

By  Interest  received 


To  Interest    . 

By  Interest  received 

To  Interest   . 

By  Interest  received 

To  Interest    . 

By  Interest  received 

To  Interest    . 

By  Interest  received 


To  Interest    . 

By  Interest  received 

By  Bonds  paid  off 


Interest. 


£      s.   d. 


183     6     8 

200     0     0 


183     6     8 
200     0     0 


stock. 


183     6     8 
2U0     0     0 


183     6     8 
200     0     0 


183     6     8 
200     0     0 


183     6     8 

200     0     0 


183     6     8 
200    0     0 


183     6     8 

200     0     0 


183     6     8 
200     0     0 


183  6  8 

200  0  0 

183  6  8 

200  0  0 


183     6     8 
200     0     0 


8.     d. 


10,000    0    0 


Cost. 


10,000    0     0 


£        s.  d. 

10,200    0  0] 

16  13  4 

10,183     6  8 

16  13  4 

lU,lt>6   L6  4 

16  13  4 
Tori6u~0~o" 

16  13  4 


10,133  6 

8 

16  13 

4 

10,116  13 

4 

16  13 

4 

10,100  0 

0 

16  13 

4 

10,083  6 

8 

16  13 

4 

10,066  13 

4 

16  13 

4 

10,050  0 

0 

16  13 

4 

10,033  6 

8 

16  13 

4 

10,016  13 

4 

16  13 

4 

10,000     0     0 
10.000     0     0 
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Estimates  Book 

This  book,  which  may  be  written  up  weekly,  shows  the  estimated  profits 
for  the  year,  calculated  at  the  average  rates  for  the  week,  and  is  found 
very  useful  as  a  check  on  the  amount  of  profits  actually  realised.  The 
branches  furnish  weekly  a  statement  of  money  lent  and  lodged  in  the  form 
shown  below,  and  the  figures  are  posted  into  the  "  Estimates  Book  "  under 
appropriate  headings.  Interest  for  a  year  is  then  calculated,  at  the  average 
current  rates,  on  the  totals  of  the  various  classes  of  loans,  including  invest- 
ments, and  the  estimated  amount  of  commissions,  &c.,  for  the  year  added 
to  the  result.  From  the  total  is  deducted  the  year  s  interest,  at  current 
rates,  on  money  lodged,  plus  the  estimated  charges,  the  balance  represent- 
ing the  profit  for  the  year.  The  form  annexed  will  serve  to  illustrate  the 
way  in  which  the  view  may  be  made  out.  To  arrive  at  the  average  rates 
applicable  to  certain  classes  of  accounts,  it  is  necessary  to  obtain  weekly 
returns  from  the  branches — e.g.^  in  the  case  of  bills  current  and  loans. 
The  rate  taken  on  investments  should,  strictly  speaking,  be  the  average 
actually  yielded  by  them,  although  some  banks  merely  take  a  fair  rate  on 
their  total  cost. 


Form  16,  Branch  Return  for  Incorporation  in  Estimates  Book 

Money  Lent.  Money  Lodged. 


I.  On    Cash    Accounts,   less 
Contra  a/c's — 

(1)  Within  Credits     . 

(2)  Beyond  Credits    . 

£    s.   d. 

I.  OnCurrent  Accounts,  viz.— 

Cash      Accounts,      less 
Contra  Accounts 

Deposit  Accounts,  do.    . 
ir.  On  Deposit  Receipts. 

Total  lodged  . 

£    s.    d. 

11.  On  Deposit  Accounts,  less 
Contra  a/c's  . 

III.  On  Fixed  Loans 

IV.  On  Bills  Discounted,  Cur- 

rent      .... 

V.  On  Past-due  Bills      . 

£ 

Total  lent  . 

£ 

£ 
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Form  17,  Estimates  Book 

Money  Lent  and  Lodged,  <tc.,  at 


1905 


Lent. 

Lodged. 

' 

Offices. 

Cash 

A/c's 
within 
Credits. 

0/d's 

on 

C/A's. 

O/d's 

on 

other 

A/c's. 

Fixed 
Loans. 

Bills 
Cur- 
rent. 

Bills 
Past- 
due. 

Total. 

Current 
Accounts. 

Deposit 
Receipts. 

TotaL 

lotals,  £\           1 

1 

Money  Lent  at  Average  Rates 


Scotland — 

Cash  A/c's  Avitliin  Credits 
Overdrafts  on  Cash  Accounts 

„  on  other         „ 

Fixed  Loans  . 
Bills  Current 
„     Past-due 
London — 

Current  Accounts  . 
Loans    . 
Bills  Current 
.,     Past-due 
luvesiments  in  Stocks,  &c. 

Total,  £ 


Amount. 

Rate. 

=  £ 


Add — Commissions,  &c.  (estimated) 


per  annum. 


£ 


Money  Lodged  at  Average  Bates 


Scotland — 

Current  Accounts  . 

Deposit  Receipts   . 
London — 

Current  Accounts  . 

Deposit  Accounts  . 

Deposit  Receipts   . 


• 

1 

Total,  £ 

Deduct — Charges  (estimated) . 
Estimated  Profits  per  annum  at  above  Rates 


=£ 

per  annum 

£ 

a 

.    £ 
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Note  Circulation 

This  account  is  made  up  weekly — as  at  the  close  of  business  on 
Saturday — from  returns  obtained  from  the  branches  showing  details  of  the 
balance  of  cash  then  on  hand,  combined  with  certain  figures  in  the  head 
office  books.  A  specimen  of  the  branch  return  is  given  below.  The 
manner  in  which  the  circulation  book  is  written  up,  and  the  amount  of 
notes  in  circulation  arrived  at  is  thereafter  shown,  followed  by  the  form  of 
return  made  weekly  to  the  Commissioners  of  Stamps  and  Taxes. 

Formerly,  bank  notes  were  all  stamped,  but  now  they  are  issued  un- 
stamped, and  the  duty,  which  is  practically  Id.  for  every  pound  per  annum, 
compounded  for.  The  duty  is  payable  half-yearly,  and  is  calculated  on  the 
average  circulation  for  the  period.  Of  course,  any  old  stamped  notes  still 
in  circulation  are  exempt  from  further  duty. 


Form  18,  Branch  Weekly  Return  of  Cash  Balances 

Specification  of  Cash  on  Hand  at  Branchy  at  close  of 

business  on  Ist  September y  1905. 


In  Agent' 

}  Eeserve. 

In  Teller's  Hands. 

£ 

S. 

d. 

£         8.    d. 

Bank's  own  Notes  above  £5    . 

4000 

0 

0 

2,030      0      0 

of  £5 

2000 

0 

0 

.575     0     0 

ot£l 

1000 

0 

0 

246     0     0 

Mixed  Notes  . 

520     0     0 

Bank  of  England  Notes  . 

20     0     0 

Gold      .... 

200 

0 

0 

120  10     0 

Silver    .... 

93     8     6 

Copper  .... 

1     2     6 

Add  Agent's  Reserve 

7,200    0     0 

Total 

£ 

10,800     1     0 

Form  19,  Circulation  Book 

Government  Circulation  Account^  Saturday,  2nd  September,  1905 
I. — Notes  and  Specie  on  Hand  at  Head  Office  and  Branches 


Offices. 

Bank's  own  Notes. 

Not'-s  of 
other  Banks. 

Gold. 

Silver. 

Copper. 

£5  and  Up- 
wards. 

Under  £5. 

8605 

1246 

540 

£      s.     d. 
320  10     0 

£      8.    d. 
93     8     6 

£    8.    d. 
1     2     6 

Totals.  £ 
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II. — Bank's  Own  Notes  Outstanding  and  in  Circulation 


Date. 

Above  £5. 

£5. 

Under  £5. 

1905. 

Aug.  26. 
Sept.  2. 

Brought  forward    . 
Notes  made  during  week 

Notes  destroyed  during 
week 

Notes  outstanding  £> 
Deduct  —  Amount      on 
hand  at  Head  Office 
and  Branches     . 

1 

\ 

Total  Amount  of  Bank's  own  Notes  in  Circulation,  £\ 


The  weekly  return  made  to  the  Commissioners  of  Stamps  and  Taxes, 
under  8  &  9  Vict.  c.  38,  contains  the  following  particulars : — 


Form  20,  Weekly  Return 


Notes  in  Circulation  on  Saturday,  I 
2nd  September,  1905  ] 


£5  and  upwards  .  £ 

Under  £5. 

Total,  £' 


Amount  of  Gold  and  Silver  held  at  Head  Office  at  Close  of  Business 
on  28th,  29Lh,  30th,  and  31st  August,  and  1st  and  2nd  September,  1905. 


Gold. 


Silver. 


Monday  . 
Tuesday  . 
Wednesday 
Thursday  . 
Friday 
Saturday    . 


Total. 


Total  amount  of  Coin  held  at  all  the  Offices  at  close  of  business  on  Saturday, 
2nd  September,  1905  :— 

Gold £ 

«  Silver 


BANK    BOOKS 


125 


Once  every  four  weeks  tlie  return  also  embraces  the  following 


Amount  of  Notes  authorised  by  Certificate 

Average  amount  of  Notes  in  Circulation  I 

during  the  four  weeks  ending j 

Average  amount  of  Coin  held  at  the  Head 


Office  during  the  said  four  weeks 


:( 


£5  and  upwards  £, 
Under  £5  .  .  £ 
Gold.  .  .£ 
Silver         .         .  £ 


Form  21,  Abstract  of  the  Balance  Sheet  at 

Liabilities 


Deposits .......... 

Notes  in  Circulation  ....... 

Drafts  Outstanding 

Acceptances — 

On  Account  of  Banking  Customers     .... 

On  Account  of  other  Customers  .... 

Total  Liabilities  to  the  Public 

Capital 

Keserve  Fund  .  .         .         .         .  .  ... 

Half- Year's  Dividend,  payable 

Balance  of  Profit  carried  forward 

Total  Liabilities  to  the  Proprietors 

Assets 

Gold  and  Silver  Coin,  Notes  of  other  Banks,  Cash  Balances  with 
London  Bankers,  Cheques  in  transitu,  and  Money  at  Call  or  Short 
Notice  in  London . 

Biitish  and  Colonial  Government  Stocks 

Other  Stocks  and  Investments 


Bills  discounted,  and  Advances  on  Current  a/c 
Short  Loans  against  Securities  . 
Bank  Buildings  at  Head  Office  and  Branches 
Other  Heritable  Property,  yielding  Rent    . 
Acceptances,  per  contra     .... 


£    s.    d. 


£ 


Profit  and  Loss  Account  for  year  ending 


Br. 


Or. 


Expenses  of  Management   . 
Dividend  for  half-year — 

Paid 

Payable        .         .         .         . 
Applied   to   Heritable   Property 

Account       .         .         .         . 
Carried  to  Reserve  Fund    . 
Balance  of  Profits 


Balance  from  last  year 

Gross  Profits  for  year,  after 
providing  for  Bad  and 
Doubtful  Debts,  Interest 
due,  Rebate  on  Bills  Cur- 
rent, and  Incoiue-Tax . 


£     5.      d. 


The  foregoing  may  be  taken  as  a  fair  specimen  of  the  form  of  Abstract 
and  Profit  and  Loss  Account  issued  by  the  Scottish  banks,  although,  it 
may  be  observed,  no  two  banks  frame  their  balance  sheets  exactly  on  the 
same  lines. 

Deposits. — This  item  usually  embraces  creditor   balances  on  current 
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accounts,  deposit  receipts,  and  judicial  consignments,  with  the  interest 
due  thereon,  and  also  sundry  credit  balances  such  as  those  arising  on 
banking  correspondents'  accounts,  lodgments  to  be  accounted  for,  inner 
reserves,  &c.  It  may  be  noted  that  creditor  balances  on  current  accounts 
are  generally  purged  of  contra  accounts  before  appearing  in  the  balance 
sheet.  Thus  if  a  customer  has  for  his  convenience  two  accounts,  one,  say. 
Dr.  £2000,  and  the  other,  Gr.  £3000,  it  is  usual  for  banks  to  amalgamate 
these  at  tlie  balance  and  include  £1000  only  among  "  Deposits,"  instead 
of  swelling  their  loans  and  their  deposits  by  £2000. 

Notes  in  Circulation. — The  manner  in  which  this  item  is  made  up 
may  be  gathered  from  a  reference  to  pages  123  and  124. 

Drafts  Outstanding. — These  are  self-explanatory.  It  may  be  observed 
that  one  bank  includes  "Letters  of  Credit  and  Transfers,"  another 
"  Circular  Notes  and  other  Liabilities,"  while  a  third  confines  the  item  to 
"  Current  Drafts  on  London." 

Acceptances. — These  form  a  cross  entry  in  the  balance  sheet — a 
liability  on  account  of  drafts,  &c.  accepted  by  the  bank,  and  an  asset  in 
respect  of  the  security  of  the  customers  on  whose  account  the  obligations 
have  been  undertaken. 

Stocks  and  Investments. — The  figures  under  this  heading  include 
accrued  interest,  and  should  there  be  a  deficit  in  the  market  value  of  the 
stocks  as  compared  with  their  cost  in  the  bank's  books,  the  figures 
representing  the  latter  should  be  correspondingly  reduced  in  the  balance 
sheet. 

Bills  Discounted  and  Advances  on  Current  a/c. — Rebate  on 
bills  not  yet  due  is  deducted  from  the  bills,  and  the  net  amount  only 
entered  as  an  asset.  Generally  speaking,  the  figures  under  the  heading 
"  Bills  Discounted  "  represent  the  amount  which  the  bills  would  bring  if 
rediscounted  at  the  date  of  the  balance,  at  the  rates  then  current.  Some 
banks,  however,  reject  the  exact  discount  which  has  been  unearned,  while 
others  adjust  at  a  fair  uniform  rate.  "Advances  on  Current  a/c" 
include  interest  due  thereon,  and  generally  a  variety  of  other  debit 
balances,  such  as  o/a  banking  correspondents,  stamps  on  blank  cheque 
forms  in  stock,  &c.  Contra  accounts  are  deducted  as  in  the  case  of 
"Deposits,"  and  any  provision  required  for  bad  and  doubtful  debts  is 
deducted  before  the  figures  appear  in  the  balance  sheet  as  an  asset. 

Short  Loans  against  Securities. — The  interest  on  these  is  usually 
paid  in  advance,  and  in  such  cases  the  unearned  portion  thereof  falls 
to  be  deducted  from  the  principal  and  the  net  amount  only  entered 
as  an  asset. 

Bank  Buildings. — It  is  usual  to  write  down,  by  a  small  amount 
annually,  the  cost  in  the  books  of  the  heritable  property  belonging 
to  the  bank. 

Profit  and  Loss  Account. — Some  variety  is  shown  in  the  way  in 
which  the  different  Scottish  banks  state  this  account,  and  in  one  case 
it  is  conspicuous  by  its  absence.  Before  bringing  out  their  gross  profits 
some  deduct  income-tax — one  even  licence  and  stamp  duty — while 
others  include  these  items  in  their  charges  of  management. 

Banking 

1.  Bankers'  Drafts. — Such  drafts  are  sold  to  any  one  who  applies  for 
them  whether  a  customer  of  the  bank  or  not.  As  at  common  law,  the 
bank  would  be  liable  for  payment  on  a  forged  endorsation  of  the  person 
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in  whose  favour  the  draft  was  issued,  banks  have  long  had  a  statutory 
protection  afforded  them  in  respect  of  payment  on  sucii  an  endorsement. 
The  protection  is  contained  in  sec.  19  of  the  Stamp  Act  of  1853,  the 
provision  of  which  Act  has  been  substantially  repeated  in  sec.  60  of  the 
Bills  of  Exchange  Act,  1882.  Briefly  stated,  the  law  is  that  a  banker  is 
protected  who  pays  a  draft  which  purports  to  be  endorsed  by  the  person 
to  whom  it  is  drawn  payable  or  to  be  endorsed  by  or  with  his  authority, 
though  it  should  subsequently  turn  out  that  the  endorsation  is  a 
forgery,  or  has  been  adhibited  without  the  payee's  sanction  or  authority, 
provided  that  the  payment  has  been  made  without  negligence,  in  good 
faith,  and  in  the  ordinary  course  of  business. 
The  following  is  the  form  of  draft : — 

Form  1,  Banker's  Draft 

No Bank, 

£ . 19     . 

On  demand  pay  to 

or  order 

To For  J Bank 


Entd. 


2.  Bank  Letter  of  Credit  or  Direct  Letter  of  Credit. — Instead 
of  being  addressed  to  the  correspondents  generally  of  the  issuing  bank, 
such  letters  are  only  addressed  to  one  correspondent,  whose  name  is  inserted 
in  the  draft  before  issue.     The  following  is  the  form : — 


Form  2,  Bank  Letter  of  Credit 


.Bank, 
-19     . 


we    request   you 


in    exchaiicre    for 


This  letter  will  be  presented  to  you  by 
to  whom 


to  pay  the  sum  of_ 


sterling  (less  charges), 

.draft  on .Bank 


I  London. 

For Bank 


3.  Bank's  Circular  Letter  of  Credit,  otherwise  General  Letter 
OF  Credit. — As  will  be  seen  from  the  form  given  below,  such  letters  are 
couched  in  two  languages — English  and  French.  Along  with  the  letter  of 
credit  there  is  issued  a  "  letter  of  indication,"  which  contains  a  list  of  the 
bank's  correspondents,  by  any  of  whom  payments  will  be  made,  at  the  current 
rate  of  exchange,  against  the  drafts  drawn  on  London  by  the  person  in 
whose  favour  the  credit  is  issued.  The  letter  of  indication  contains  a  blank 
for  the  signature  of  the  payee  as  a  precaution  against  forgery.  The  letter 
of  credit  is  exempt  from  stamp  duty.     The  following  is  the  form : — 
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Form  3,  Circular  or  General  Letter  of  Credit 

Bank, 

19     . 


A  Messieurs  LesBanqui^i      , 

d^sign^s  dans  notre  Letti^e  d'lndication. 

Cett^  Lettre  vous  sera 


presentee 

>  Dflr                 *. 

et  nous  vous  prioo^de  Ivii 

Ips  frais,  la  pnmrrj^rlp 

payer,  moins 

'?" 

.'^ 

t         7N 

A>         .OS 

— ^;l^-^^ 

stftHincr 

contre  ses  T|&ite^sur  la  succursale  de 
la  Banque  ^Loi^res. 
Le  Porl|ur  W. 


est  muni^'e  no^e  Lettre  d'lndication  ou 

SB  trouYj^  sa 

a  mem.^  de^fcstater  son  identity.     En 


consc 


jnature,  ce  qui  vous  mettra 
)rn^"  de^^ 

^^enop  nous  nous  dispensons  de 
vou^onQer  avis  de  ce  credit. 

ji^ous^ous  prions  de  prendre  note 
q^  teases  les  sommes  tiroes  doivent 
i^e  endosse'es  au  dos  de  cette  lettre. 

For 


To  the  Bankers 

named  in  our  Letter  of  Indication. 

f  I 

This  Letter  wil^e  ofesented 
to  you  by ^^ i^ 


and  we  beg  you  to  pa\^ 
less  charges,  the  suniV)f_ 


^ 


yslerling  against 


this  Bank  in  Loi^on 

M .__) 


dra^  up^  the  Branch  of 


Notes  de  Traites  Payees 

(Specification  of  Drafts  Paid) 


is  provided  with  o\^  Letter  of  Indica- 
tion where Z_  stature  will  be  found 

which  will  serv^^  prove identity. 

In  consequence^e  dispense  with  giving 
you  advice  of  ^is  credit. 

Be  good  erj^ugh  to  enter  in  the  sjmce 
provided  ortWie  hack  of  this  Letter  the 
amount  av^  date  of  each  draft  paid. 

Bank 


Date. 

Pay^e  pir 
(Paid  by). 

Sorames 
(Amounts). 

En  toutes  lettres 
(In  words). 

En  Chiffres 
(In  figures). 

4.  Bank  Marginal  Credits. — These  credits  are  largely  made  use  of 
in  shipping  circles,  and  are  given  by  shipowners  in  this  country  to  the 
masters  of  their  vessels  on  a  foreign  voyage  for  necessary  disbursements, 
particularly  where  the  port  at  which  such  disbursements  may  require  to  be 
made  is  at  the  time  unknown.  When  issued  the  notes  are  not  liable 
in  stamp  duty,  but  the  bill  when  negotiated  in  this  country  is  liable  to  the 
usual  duty.  The  credits  are  not  available  for  longer  than  six  months 
before  the  relative  bills  are  drawn,and  the  bills  themselves  must  also  be  drawn 
at  a  currency  not  exceeding  six  months'  sight.     The  following  is  the  form  : — 
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5.  Bonds  for  Cash  Credit. — Such  bonds  are  of  two  kinds :  (1) 
personal  bond,  and  (2)  personal  bond  containing  a  disposition  of  heritable 
or  other  property  in  security.  The  material  difference  between  such 
bonds  and  an  ordinary  bond  for  payment  of  a  fixed  sum  is  that  operations 
proceed  on  an  account  opened  in  the  books  of  the  bank  in  the  same 
manner  as  an  ordinary  account,  and  that  interest  is  only  charged  on  the 
daily  balance  at  the  debit.  The  bond  is  signed  by  the  person  for  whose 
benefit  the  advance  is  to  be  granted  and  two  or  more  other  obligants.  It 
proceeds  on  the  narrative  that  the  whole  grantors  thereof  have  obtained  a 
credit  for  a  specified  sum  with  a  particular  bank  in  name  of  one  of 
their  number,  and  that  they  bind  and  oblige  themselves  and  their  heirs 
jointly  and  severally  to  repay  to  the  bank  up  to  the  amount  of  the 
specified  sum  such  sum  as  may  be  due  to  the  bank  on  the  account, 
including  interest,  whether  the  amount  be  due  to  the  bank  on  the  account 
including  interest,  whether  the  amount  has  been  drawn  out  by  the  holder, 
or  be  due  by  him  in  respect  of  bills,  drafts,  cheques,  &c.  So  far  as  liability 
to  the  bank  is  concerned,  no  distinction  is  made  between  the  obligants, 
who  are  severally  liable  as  though  the  drafts  on  the  account  had  been 
signed  by  each  of  them.  The  bond  provides  that  any  account  or  certifi- 
cate signed  by  an  official  of  the  bank  shall  ascertain,  specify,  and  con- 
stitute the  sums  or  balances  of  principal  and  interest  to  be  due,  and  shall 
warrant  all  executorials  of  law  for  such  sums  or  balances  and  interest 
whereof  no  suspension  shall  pass  but  on  consignation  only.  The  certificate 
is  not  conclusive  evidence  between  the  parties,  rebutting  evidence  being 
competent  in  proceedings  under  a  suspension.  It  was  at  one  time  doubted 
whether,  if  a  banker  did  not  enter  a  bill  to  the  debit  of  the  cash  credit  at 
the  time  of  discounting  it,  he  could  afterwards  do  so,  or  if  the  bill  was  not 
truly  for  the  benefit  of  the  holder  of  the  credit,  whether  this  could  be  done 
at  all.  It  has,  however,  been  decided  that  a  banker  is  entitled  to  debit 
the  account  with  the  whole  obligations  of  the  principal  debtor,  whether 
such  advance  has  been  made  directly  on  the  security  of  the  bond  or  was 
not  at  the  time  specifically  brought  into  the  account. 

In  the  event  of  its  being  found  necessary  to  proceed  with  diligence 
against  any  of  the  obligants,  on  the  bond  being  recorded  in  the  books  of 
the  Lords  of  Council  and  Session  an  extract  thereof  is  obtained  which 
grants  warrant  for  all  lawful  execution  thereon.  On  this  warrant 
arrestments  can  at  once  be  used,  but  if  a  poinding  of  the  debtor's 
effects  on  proceedings  by  way  of  sequestration  be  deemed  advisable, 
a  charge  of  six  free  days  by  a  messenger-at-arms  must  be  given. 

(a.)  Bond  of  Credit  and  Disposition  in  Security. — This  deed  is  in 
the  form  of  an  ordinary  bond  of  credit,  with  the  addition  of  certain  specified 
subjects  in  security.  The  operations  on  the  account  secured  proceed  in 
the  same  manner  as  on  an  ordinary  cash  credit  account.  Under  the  Act 
19  &  20  Vict.  c.  91,  s.  7,  heritable  subjects  conveyed  in  security  can  only  be 
made  available  for  the  repayment  of  the  specified  amount  of  principal, 
and  three  years'  interest  at  5  per  cent.  The  heritable  subjects  can  be 
realised  in  the  same  manner  as  those  conveyed  in  other  Bond  and  Disposi- 
tion in  Security. 

Form  5,  Bond  of  Credit  and  Disposition  in  Security 

We,  John  Smith,  Furniture  Dealer,  Edinburgli ;  Peter  Jones,  Carpet  Manii- 
factnrer  there;  and  Abraham  Burns,  Linen  Merchant,  Hawick,  Considekinq 
that  The  Bank  of  have  agreed  to  allow  ns  Credit  upon 
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a  Cash  Account,  to  be  kept  in  the  books  of  the  said  Bank,  in  name  of  me,  the 
said  John  Smith,  to  the  amount  of  the  principal  sum  of  £500,  upon  our  granting 
these  presents, — Therefore  AVe  do  hereby  bind  and  oblige  ourselves,  as  full 
debtors  and  co-obligants,  all  conjunctly  and  severally,  and  our  respective  heirs, 
executors,  and  successors  whomsoever,  renouncing  the  benefit  of  discussing  them 
in  their  order,  to  content  and  pay  to  the  said  Bank,  or  their  assignees,  on  demand, 
at  any  time  after  two  months  from  the  date  or  last  date  hereof,  and  that  within 
the  head  office  in  Glasgow  of  the  said  Bank,  or  within  the  office  or  branch  where 
said  cash  account  may  be  kept  for  the  time,  the  foresaid  principal  sum,  or  such 
part  or  parts  thereof  as  shall  at  any  time  be  advanced  or  due  upon  the  said  cash 
account ;  together  with  interest  at  the  rate  which  may  from  time  to  time  be  fixed 
by  the  said  Bank  as  chargeable  on  cash  accounts,  and  that  from  the  time  or  times 
■of  advance  respectively,  until  the  same  shall  be  repaid,  with  a  fifth  part  more 
of  the  said  principal  sum  of  penalty  in  case  of  failure,  and  so  proportionally : 
Declaring,  That  the  sums  to  be  placed  to  the  debit  of  the  said  cash  account  shall 
embrace  not  only  all  sums  of  money  which  I,  the  said  John  Smith,  or  any  person 
or  persons  having  my  authority,  shall  value  for  or  draw  out,  by  orders  or  drafts  on 
the  said  Bank,  or  on  any  of  their  officers,  but  also  all  other  debts  or  liabilities 
incurred,  or  which  shall  be  incurred,  by  me  to  the  said  Bank,  in  respect  of  notes 
or  bills  discounted  or  held  by  the  said  Bank,  or  any  of  their  officers  on  their 
behalf,  or  of  letters  of  credit,  guarantees,  overdrafts  on  current  accounts,  or  other 
obligations,  for  which  I  am  responsible  to  the  Bank,  or  in  any  other  manner  of 
way  whatsoever ;  the  amount  of  all  which  debts  and  liabilities  the  said  Bank 
shall  be  entitled,  at  any  time,  to  place  to  the  debit  of  the  said  cash  account,  and 
that  without  prejudice  to  any  other  securities  held  by  them  therefor,  and  without 
intimation  to  any  of  us,  the  parties  hereto ;  but  the  sums  so  to  be  charged  or 
•debited,  exclusive  of  interest,  shall  not  exceed  in  all  the  foresaid  principal  sum : 
Declaring,  That  it  shall  be  competent  to,  and  in  the  power  of,  the  said  Bank,  if 
they  see  fit,  to  accumulate  the  said  interest,  with  the  principal  sums  due  on  the 
said  account,  at  the  annual  balance  of  the  books  of  the  said  Bank,  on  whatever 
date  that  may  be,  or  at  such  other  date  annually  as  may  be  found  most  convenient 
for  the  Bank ;  And  that  a  docquet  of  acknowledgment  in  the  Bank's  books,  or 
any  separate  acknowledgment,  signed  by  me,  the  said  John  Smith,  or  by  any 
person  or  persons  having  my  authority  as  aforesaid,  shall  be  conclusive  as  against 
tus,  the  whole  parties  hereto,  in  fixing  the  amount  or  balance  due  at  the  date 
therein  stated,  upon  the  said  cash  account;  And  the  said  Bank  are  hereby 
authorised,  upon  the  granting  of  any  such  acknowledgment,  to  deliver  up  the 
whole  cheques  and  other  vouchers  of  the  sums  charged  in  the  said  cash  account : 
And  it  is  hereby  Declared,  That  a  stated  account,  made  out  from  the  books  of 
the  said  Bank,  commencing  at  the  date  of  the  last  acknowledged  balance,  if  any, 
a,nd  signed  by  the  General  Manager,  Cashier,  Secretary,  or  Accountant  of  the  said 
Bank  at  [Glasgow],  or  by  the  Manager,  Agent,  or  Accountant  at  the  office  or 
branch  where  said  cash  account  may  be  kept  for  the  time,  shall  be  sufficient  to 
•constitute  and  ascertain  a  balance  and  charge  against  us,  the  parties  hereto,  and 
our  foresaids ;  and  no  suspension  shall  pass  of  a  charge  so  constituted  and  ascer- 
tained but  upon  consignation  only :  And  it  is  hereby  Declared,  That  nothing 
lierein  contained  shall  prejudice  or  affect  any  other  securities  which  the  said  Bank 
already  hold,  or  may  hereafter  hold,  over  stock  in  the  said  Bank,  or  over  any 
other  stock  or  property  belonging  to  any  of  us,  it  being  always  in  the  power  of 
the  said  Bank  to  allow  all  or  any  part  of  such  securities,  or  the  stock  or  property 
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to  which  they  relate,  to  be  disposed  of,  sold,  or  abandoned,  without  applying  the 
same,  or  the  proceeds  thereof,  towards  payment  of  any  debt  to  be  hereby  con- 
tracted; and  the  obligations  hereby  undertaken  by  us  shall  remain  in  full  force 
in  the  same  manner  and  to  the  same  extent  as  if  no  such  securities  had  ever 
existed  :  And  it  is  hereby  Declared,  That  it  shall  be  in  the  power  of  the  said 
Bank,  at  their  own  discretion,  and  without  consulting  us,  the  parties  hereto,  to 
transact  or  compromise  with,  or  give  time  to  any  parties,  obligants  on  the  said 
notes,  bills,  or  other  obligations,  and  also  generally  to  transact  with  me,  the  said 
John  Smith,  in  the  same  manner  as  if  I  were  the  only  party  bound  or  liable  under 
these  presents,  without  thereby  impairing  or  affecting  the  liability  of  any  of  u.% 
the  other  parties  hereto :  And  it  is  hereby  further  Provided  and  Declared, 
That  however  often  the  said  principal  sum  may  be  drawn  out  and  replaced,  or 
although  the  account  from  time  to  time  should  be  overdrawn,  or  should  appear 
with  a  sum  at  its  credit,  these  presents  shall  remain  in  full  force,  the  same  being- 
intended  as  a  continuing  security  until  specially  recalled  in  writing,  and  duly 
discharged :  And  in  Security  of  the  personal  obligations  before  written,  I,  John 
Smith,  Dispone  to  and  in  favour  of  Bank  of  ,  aforesaid, 

and  their  foresaids,  heritably,  but  redeemably  as  aftermentioned,  yet  irredeemably 
in  the  event  of  a  sale  by  virtue  hereof,  all  and  whole  {liere  sjjecify  subject  con- 
veyed in  security  as  in  other  Bond  and  Disposition  in  Security)  :  And  that  in 
Real  Security  to  the  said  Bank  and  their  foresaids,  of  the  whole  sums  of  money 
above  written,  principal,  interest,  and  penalties :  Declaring,  That  the  amount  of 
the  interest  hereby  secured  over  the  subjects  above  disponed  shall  not  exceed  the 
sum  of  £  ,  being  the  amount  of  three  years'  interest  on  the  said  principal 

sura  of  £  ,  at  the  rate  of  five  per  centum  per  annum ;  and  the  amount  of 

the  principal  and  interest  together  hereby  secured  over  the  said  subjects  shall  not 
exceed  the  sum  of  £  ,  being  the  amount  of  the  foresaid  principal  sum  of 

£  ,  and  of  three  years'  interest  thereon  at  the  rate  of  five  per  centum  per 

annum ;  to  which  sum  of  £  these  presents  are  hereby  restricted,  in  so  far 

as  concerns  the  heritable  security  constituted  by  these  presents;  without  prejudice, 
however,  and  reserving  always  to  the  said  Bank  and  their  foresaids  their  full  and 
unqualified  right,  at  any  time,  to  make  the  whole  sums  of  money  due  under  these 
presents,  including  interest  at  the  rate  from  time  to  time  fixed  by  the  said  Bank^ 
as  before  provided,  effectual  under  the  personal  obligations  contained  in  these 
presents,  or  out  of  any  separate  estate  or  effects,  heritable  or  moveable,  belonging 
to  any  of  us  the  parties  hereto  :  And  I,  the  said  John  Smith,  assign  the  rents  r 
And  I,  the  said  John  Smith,  assign  the  writs:  And  I,  the  said  John  Smith,  grant; 
warrandice  :  And  I,  the  said  John  Smith,  reserve  power  of  redemption  :  And  We,, 
the  whole  parties  hereto,  oblige  ourselves  for  the  expenses  of  assigning  and 
discharging  this  security :  And  on  default  in  payment,  I,  the  said  Jolin  Smith, 
grant  power  of  sale :  And  We  consent  to  registration  hereof,  and  of  the  foresaid 
stated  account,  for  preservation  and  execution. — In  witness  whereof. 

(6.)  Form  of  Bond  of  Credit  with  Personal  Obligants. — The  forrii 
given  is  on  behalf  of  a  firm.  It  can  readily  be  altered  to  suit  the  cas& 
where  the  principal  obligant  is  an  individual. 

Form  6,  Bond  of  Cash  Credit  with  Personal  Obligants 

We,  John  Smith,  Son  &  Company,  Furniture  Dealers,  Edinburgh,  as  a  firm  or 
Company,  and  John  Smith  and  Peter  Jones,  the  individual  partners  of  said  firm 
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or  Company,  as  such  partners  and  as  individuals,  and  Abraham  Brown,  Carpet 
Manufacturer,  Glasgow,  and  Joseph  Green,  Linen  Merchant,  Hawick,  having 
obtained  a  Credit  of  Five  hundred  pounds  sterling  with  the  Bank  of  on 

cash  account  in  name  of  us,  the  said  John  Smith,  Son  &  Company,  do  therefore 
hereby  bind  and  oblige  ourselves,  our  heirs,  executors,  and  successors  whatever, 
and  all  copartneries  under  said  firm  of  John  Smith,  Son  &  Company,  present 
and  future,  comprehending  any  of  us  or  of  our  foresaids,  with  or  without  any 
other  partners,  and  notwithstanding  any  deaths,  retirements,  substitutions,  or 
additions  of  partners,  dissolution  of  copartnery,  or  change  therein,  all  conjunctly 
and  severally,  to  pay  to  the  Bank  of  ,  or  to  their  assignees,  on  demand, 

all  such  sums  not  exceeding  Five  hundred  pounds  sterling,  as  are  or  shall  be  due 
to  the   said  Bank  of  ,  from  any  copartnery,  persons,  or  person  under 

firm  aforesaid,  now  or  hereafter,  of  whomsoever  constituted,  comprehending 
any  of  us,  or  our  foresaids,  or  any  partners  or  successors  with  or  to  any  of  us  in 
said  firm,  or  survivor  thereof,  and  whether  drawn  out  on  said  cash  account  by 
such  copartnery,  persons,  or  person,  or  liable  on  such  copartnery,  persons,  or 
person  by  any  drafts,  orders,  bills,  promissory  notes,  endorsements,  receipts, 
bonds,  letters,  procurations,  guarantees,  documents,  or  legal  construction  what- 
ever, with  interest  on  such  sums  severally  at  the  rate  of  5  per  cent.,  or  at  such 
other  higher  rate  as  shall  be  charged  by  the  said  Bank  of  ,  on  cash 

accounts  for  the  time, — the  said  Bank  being  hereby  allowed  to  fix  the  rate  of 
interest  from  time  to  time  without  notice  given, — from  the  date  or  dates  of 
advance  until  payment,  and  with  One  hundred  pounds  sterling  of  liquidate 
penalty,  or  for  costs  and  charges ;  which  cash  account  may  be  kept  at  any  office 
of  tlie  said  Bank,  and  may  be  debited  with  any  sums  such  as  aforesaid  whenso- 
ever, by  the  said  Bank,  without  losing  any  right  or  remedy  of  law  on  bills,  or 
otherwise  :  And  any  account  or  certificate  signed  by  the  cashier  of  the  said  Bank, 
or  by  any  accountant  in  the  said  Bank,  or  by  the  manager  or  sub-manager,  or 
agent  or  accountant  for  the  office  where  the  said  cash  account  may  then  or  before 
be  kept,  shall  ascertain,  specify,  and  constitute  the  sums  or  balances  of  principal 
and  interest  to  be  due  hereon  as  aforesaid,  and  shall  warrant  hereon  all  execu- 
torials  of  law  for  such  sums  or  balances  and  interest,  and  for  the  liquidate 
penalty  aforesaid,  whereof  no  suspension  shall  pass  but  on  consignation  only  : 
And  all  costs  of  discharges  and  conveyances  hereof  shall  be  borne  by  us  and  our 
foresaids  jointly  nnd  severally  :  And  we  consent  to  the  registration  hereof,  and  of 
the   said    account   or   certificate,  for   preservation   and    execution. — In   witness 

WHEREOF,  &C. 

Form  7,  Bank's  Letter  of  Hypothecation 

{Stamp  Daty^  &d.) 
To  the  Bank. 

Gentlemen, 

In  consideration  of  your  allowing  me  from  time  to  time  to  over- 
draw my  account  with  you,  I  hereby  authorise  you  to  hold  as  collateral  security 
for  such  overdrafts  and  interest,  the  securities  which  I  have  deposited  or  may 
deposit  with  you  from  time  to  time,  whether  in  security  of  advances  or  for  safe 
custody  :  And  I  authorise  you  in  your  discretion  to  sell  or  realise  the  said  securi- 
ties, or  any  of  them,  at  any  time,  and  in  such  manner  as  you  think  proper,  and 
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to  apply  the  proceeds  in  or  towards  payment  of  any  sums  that  may  be  due  by  nie 

to  you. — L\  WITNESS  WHEREOF,  <tc. 

See  also  Bank  Books,  Bills  of  Exchange,  Cheques. 
Bank  Post  Bills 

Such  bills  are  exclusively  used  by  the  Bank  of  England  and  Bank  of 
Ireland.  For  the  convenience  of  merchants  and  others  who  have  to  makej 
remittances  to  the  country  and  abroad,  the  foresaid  banks  are  accustomed 
to  sell  their  engagements  to  pay.  Such  engagements  are  termed  bank 
post  bills.  They  are  sold  for  Inland  purposes  in  amounts  of  £10  and 
upwards,  free  of  charge,  at  seven  days'  sight,  but  if  for  remittance  abroad, 
they  are  at  sixty  days  and  in  amounts  of  £100.  All  the  other  banks  do  a 
similar  business,  but  by  means  of  ordinary  drafts.  A  bank  post  bill  is 
simply  a  bank  note,  payable  not  on  demand  but  on  a  certain  date  fixed 
after  presentation  is  made  by  the  holder.  No  days  of  grace  are  allowed. 
The  following  is  the  form  : — 


No.. 


Form  of  Bank  Post  Bill 

London. 


.19     . 


At   seven   days'  sight  I  promise  to  pay  this,  my  Sola   Bill  of  Exchange, 

to or  order 

, , sterling^ 

value  received  of 

Accepted 

£ 


T'or  the  Governor  and  Comjjany  of 
the  Bank  of  England^ 


Entd.. 


following 


Bankruptcy  (England) 

The  accounts,  notices,  &c.,  in  relation  to  Bankruptcy  administration,  in  the 
preparation   of   which   accountants    are  concerned,    and    which    must  be 
prepared    on    prescribed    forms,    may    be    divided    into    the 
classes : — 

(1 )  Notices  to  creditors  and  others  — 

{a)  by  publication  in  London  Gazette ; 

(6)  by  circular,  and  otherwise. 
(2.)  Books  and  accounts. 
(3.)  Affidavits  (of  trustees). 
(4.)  Matters  of  procedure. 
(5.)  Affidavits  and  accounts  of  special  managers. 

So  far  as  possible,  the  various  forms  will  be  explained  in  classes,  and  in- 
the  order  above  mentioned.  As  all  the  forms  are  official,  and  are  obtain- 
able at  any  law  stationer's,  the  reference  numbers  only  will  be  given, 
except  where  the  official  form  illustrates  some  useful  principle  of  account* 
ing  of  more  general  application. 
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In  addition  to  the  forms  for  bankruptcy  procedure,  it  will  be  necessary 
to  treat  of  those  applicable  to  Deeds  of  Arrangement. 

Gazette  Notices 

The  principal  matters  in  Bankruptcy  proceedings,  notice  of  which  must 
be  gazetted,  are  summarised  below.  Although  most  of  the  notices  are 
prepared  by  accountants,  they  must  all  be  inserted  in  the  London  Gazette 
through  and  by  the  Board  of  Trade,  and  a  fee  of  five  shillings  is  payable 
for  each  insertion. 

Receiving  order.     Form  No.  174  (1). 

First  meeting  of  creditors.     Form  No.  174  (2). 

Appointment  of  trustee.     Form  No.  174  (11). 

Public  examination.     Form  No.  174  (2). 

Adjudication.     Form  No.  174  (4). 

Approval  of  composition  or  scheme.     Form  No.  174  (5). 

Intention  to  declare  a  dividend.     Form  No.  174  (6). 

Declaration  of  dividend.     Form  No.  174  (7). 

Intention  to  transfer  a  surplus  from  a  -separate  estate  to  a  joint  estate 
on  the  ground  that  there  are  no  creditors  under  such  separate  estate. 
Form  No.  121. 

Application  for  discharge  by  debtor.     Form  No.  174  (8). 

Order  on  application  for  discbarge.     Form  No.  174  (9). 

Release  of  trustee.     Form  No.  174  (12). 

General  Notices 

Notice  of  the  appointment  of  the  trustee  must  also  be  published  in  a 
local  paper.     Form  No.  Tr.  6. 

The  following  notices  must  also  be  given : — 

Before  declaring  a  dividend  the  trustee  must  give  notice  of  intention 
so  to  do,  in  Form  No.  123,  to  all  creditors  mentioned  in  the  debtor's 
statement  of  affairs,  who  have  not  proved  their  debts. 

Before  declaring  a  final  dividend  he  must  give  notice  of  intention  so 
to  do,  in  Form  No.  124,  to  all  persons  claiming  to  be  creditors,  whose 
claims  have  not  been  established  to  his  satisfaction. 

On  proceeding  to  declare  a  dividend  he  must  send  a  notice  of  dividend, 
in  Form  No.  126,  to  each  creditor  whose  proof  has  been  admitted.  See 
infra,  p.  143,  as  to  the  statement  of  account  to  accompany  this  notice. 

Before  making  application  for  his  release  he  must  give  notice  of  his 
intention  so  to  do,  in  Form  No.  138,  to  all  the  creditors  who  have  proved 
their  debts,  and  to  the  debtor.  It  should  be  noted  that  the  extract  from 
sec.  72  of  the  Bankruptcy  Act,  1883,  is  an  integral  part  of  the  form,  and 
not  a  mere  note  which  may  be  omitted  at  will.  See  infra,  p.  143,  as  to  the 
statement  of  account  to  accompany  this  notice. 

Books  and  Accounts 

As  regards  forms  of  books  and  accounts,  the  first  to  be  considered  is 
naturally  the  "  Statement  of  Affairs."  Every  debtor  against  whom  a  re- 
ceiving order  is  made  is  under  statutory  obligation  to  prepare  a  statement 
of  his  affairs,  but  when  the  debtor  cannot  himself  prepare  a  proper  state- 
ment the  official  receiver  may,  subject  to  any  prescribed  conditions,  and, 
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at  the  expense  of  the  estate,  employ  some  person  to  assist  the  debtor  in 
its  preparation.  The  statement  must  be  prepared  in  duplicate,  and  one 
copy  must  be  verified  by  the  oath  or  declaration  of  the  debtor.  The 
verified  copy  is  filed  in  the  Court  by  the  official  receiver,  and  the  other  is 
retained  by  him  for  his  own  use. 

In  cases  of  partnership  the  debtors  must  jointly  submit  a  statement  of 
their  partnership  affairs,  and  each  debtor  must  submit  a  statement  of  his 
separate  affairs. 

The  several  forms  which  together  make  up  the  "  Statement  of  Affairs," 
and  the  particulars  to  be  inserted  therein,  are  as  follow : — 

List  A.  (No.  46a),  Unsecured  Creditors. — The  name,  address,  and 
occupation  of  each  creditor,  the  amount  of  the  debt,  the  date  contracted, 
and  the  consideration  therefor.  The  names  must  be  arranged  in  alpha- 
betical order,  and  numbered  consecutively,  creditors  for  £10  and  upwards 
being  placed  first.  Where  there  is  a  contra  account  against  any  creditor, 
less  than  the  amount  of  his  claim  against  the  estate,  the  amount  of  the 
creditor's  claim  and  the  amount  of  the  contra  account  should  be 
separately  shown,  and  the  balance  treated  as  the  amount  of  debt.  No 
such  set-off  should  be  included  in  List  L  Particulars  of  any  bills  of 
exchange  or  promissory  notes  held  by  any  creditor  should  be  inserted 
immediately  below  the  name  and  address  of  such  creditor. 

List  B.  (iVo.  46b),  Creditors  fully  secured. — The  same  particulars  as 
in  the  case  of  unsecured  creditors,  and,  in  addition,  particulars  of  the 
security  held,  the  date  the  security  was  given,  the  estimated  value  of  the 
security,  and  estimated  surplus  therefrom  (if  any). 

List  C.  {No.  46c),  Creditors  iDartly  secured.  —  The  same  particulars 
as  in  the  case  of  creditors  fully  secured,  but  showing,  instead  of  "  estimated 
surplus,"  the  "  estimated  balance  of  debt  unsecured." 

List  D.  (No.  46 d).  Liabilities  of  the  Debtor  on  Bills  discounted  other 
than  his  own  Acceptances  for  Value. — The  name,  address,  and  occupation 
of  each  acceptor,  the  nature  of  the  liability  of  the  debtor  (i.e.,  whether 
as  drawer  or  endorser),  the  date  the  bill  became  or  will  become  due,  the 
amount  of  the  bill  (distinguishing  between  accommodation  and  other 
bills),  and  the  amount  expected  to  rank  for  dividend. 

List  E.  (No.  46e),  Contingent  or  other  Liabilities. — Full  particulars 
of  all  liabilities,  not  otherwise  scheduled,  stating  the  name,  address,  and 
occupation  of  each  creditor  or  claimant,  the  amount  and  nature  of  the 
liability  or  claim,  and  the  date  same  was  incurred. 

List  F.  (No.  46f),  Creditors  for  Rent,  d&c,  recoverable  by  Distress. — 
The  name,  address,  and  occupation  of  each  creditor,  the  nature  and  amount 
of  each  claim,  the  period  during  which  the  claim  accrued  due,  the  due 
date,  the  amount  recoverable  by  distress,  and  the  balance  (if  any)  ranking 
for  dividend. 

List  G.  (No.  46g),  Preferential  Creditors  for  Rates,  Taxes,  and 
Wages. — The  name,  address,  and  occupation  of  each  creditor,  the  nature 
and  amount  of  each  claim,  the  period  during  which  the  claim  accrued  due, 
the  due  date,  the  amount  payable  in  full,  and  the  balance  (if  any)  ranking 
for  dividend. 

List  H.  (No.  46  h).  Property. — Full  particulars  of  every  description  of 
property  in  possession  and  in  reversion,  and  not  included  in  any  other 
list,  showing  the  amount  which  each  class  of  property  is  estimated  to 
produce,  and  distinguishing  between — (a)  cash  at  bankers ;  (b)  cash  in 
hand ;  (c)  cash  deposited  with  solicitor  for  costs  of  petition ;  (d)  stock  in 
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trade,  giving  the  cost  of  same  in  addition  to  the  amount  which  it  is 
estimated  it  will  produce  ;  (e)  machinery;  (/)  trade  fixtures,  fittings,  and 
utensils  ;  (g)  farming  stock;  (h)  growing  crops  and  tenant  rights ;  (i)  house- 
hold furniture  and  effects ;  (j)  life  policies ;  and  (k)  any  other  property. 

List  I,  (N'o.  46i),  Debts  due  to  the  Estate.— The  name,  address,  and 
occupation  of  each  debtor,  the  amount  of  each  of  the  debts,  distinguishing 
between  those  which  are  good,  doubtful,  and  bad,  the  folio  of  the  ledger  or 
other  book  (if  any)  where  particulars  of  each  debt  are  respectively  to  he 
found,  the  date  each  debt  was  contracted,  particulars  of  the  securities 
(if  any)  held  for  the  debt,  and  the  amount  each  debt  is  estimated  to 
produce  (the  good  debts,  of  course,  being  taken  at  their  face  value). 

If  any  debtor  to  the  estate  is  also  a  creditor,  but  for  a  less  amount  than 
his  indebtedness,  the  gross  amount  due  to  the  estate  and  the  amount  of 
the  contra  account  should  be  separately  shown,  and  the  balance  treated  as 
the  amount  of  debt.     No  such  claim  should  be  included  in  List  A. 

List  J.  (iV^o.  46j),  Bills  of  Exchange,  Promissory  Notes,  <S:c.,  available 
<ts  Assets. — The  name,  address,  and  occupation  of  the  acceptor  of  each  bill 
or  (maker  of)  note,  the  amount  of  each  bill  or  note,  the  due  date,  the 
amount  which  it  is  estimated  to  produce,  and  particulars  of  any  property 
held  as  security  for  the  payment  thereof. 

Statement  K.  {No.  46k),  Deficiency  Account  —  The  purpose  of 
this  account  is  to  show  how  the  estimated  deficiency  (or  surplus)  of  the 
estate  at  the  date  of  the  receiving  order  is  arrived  at.  The  form  is  fully 
dealt  with  under  the  special  article  "Deficiency  Account"  {q.v.). 

List  L.  (No.  46l). — All  lists  from  A  to  J,  enumerated  above,  which 
are  not  applicable  to  the  particular  debtor's  estate,  and  which  are, 
therefore,  left  blank,  must  be  detached  from  the  remaining  lists,  and 
enumerated  in  list  L.  List  L,  along  with  all  lists  which  are  applicable 
to  the  estate,  must  be  dated  and  signed  by  the  debtor. 

Front  Sheet — This  form,  known  officially  as  No.  46,  constitutes  the 
summary  of  the  debtor's  position,  the  items  composing  it  being  obtained 
from  the  lists  A  to  J,  already  enumerated.     Form  given  infra. 


Estate  Cash  Book 

In  every  bankruptcy  the  official  receiver,  until  a  trustee  is  appointed 
and  thereafter  the  trustee,  must  keep  a  cash  book  in  the  form  known  as 
Accounts  No.  2,  in  which  he  must  (subject  to  the  provisions  of  the  rules 
as  to  trading  accounts)  enter  from  day  to  day  the  receipts  and  payments 
made  by  him. 

A  separate  cash  book  must  be  kept  for  each  estate,  where  joint  and 
separate  estates  are  being  administered  together. 

The  cash  book  is  to  be  periodically  audited  by  the  committee  of 
inspection,  and  certified  by  them  on  the  face  of  the  cash  book  in  Form 
No.  128. 

Trading  Account 

Where  the  trustee  carries  on  the  business  of  the  debtor  he  must  keep 
a  distinct  account  of  the  trading,  and  incorporate  in  the  cash  book  the 
total  weekly  amount  of  the  receipts  and  payments  on  such  trading 
account.     The  official  form  is  No.  130,  and  contains  the  form  of  certificate 
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to  be  attached  by  the  committee  of  inspection,  or  such  member  of  the 
committee  as  may  be  appointed  for  the  purpose. 


Profit  and  Loss  Account  (Trustee's  Trading) 

In  addition  to  the  account  of  trading  receipts  and  payments,  there  is 
an  official  form,  No.  131,  entitled  "  Profit  and  Loss  Account "  (Trading 
Account). 

A  note  at  foot  of  this  form  states  that  it  is  "  to  be  submitted  when 
the  committee  of  inspection  require,  and,  in  any  case,  at  the  end  of  the 
trading  business  carried  on  by  the  trustee." 

In  practice  it  is  seldom  used. 

Affidavits  (of  Trustees) 

The  affidavits  required  of  a  trustee  in  bankruptcy  are  : — 
(a.)  In  support  of  trading  account,  No.  132. 
(6.)  In  support  of  copy  cash  book  at  audit,  No.  129. 

The  trustee  (or  his  clerk)  is  also  required  to  verify  the  postage  of 
notices  on  occasion  (especially  is  this  the  case  as  regards  notice  of  the 
trustee's  intention  to  apply  for  his  release).  The  general  form  of  affidavit 
of  postage  of  notices  is  No.  102,  and  it  may  be  altered  to  suit  special 
circumstances.     See  Certificate  of  Postage. 

Furthermore,  affidavits  will  be  required  of  the  trustee  should  he  have 
occasion  to  apply  to  the  Court  for  the  committal  of  the  bankrupt  or  other 
person — the  application  being  on  Form  No.  153  and  affidavit  in  support 
thereof  on  Form  No.  154.  An  affidavit  in  support  of  an  application 
(pursuant  to  sec.  50  (6)  of  the  Bankruptcy  Act,  1888)  to  obtain  possession 
of  money  and  securities  in  possession  of  an  agent  of  the  bankrupt  should 
be  on  Form  No.  155.  These  forms  will  usually  be  prepared  by  a  solicitor. 
See  also  Affidavits. 

Matters  of  Procedure 

To  facilitate  the  working  of  the  acts  and  rules,  the  Board  of  Trade  bave 
prescribed  forms  for  transacting  banking  business  and  the  like,  and  for  the 
various  returns  required  of  the  trustee. 

Proofs  of  Debt. — The  general  form  is  No.  72,  and  that  for  workmen's 
wages  whereby  a  foreman  or  other  responsible  person  is  enabled  to  prove 
on  one  form  for  wages  due  to  a  number  of  employes  is  No.  73. 

The  trustee  who  desires  to  reject  a  proof  should  do  so  in  Form  No.  74. 
Bank  Transactions. — Remittances  to  the  Bankruptcy  Estates  Accovmt 
at  the  Bank  of  England  are  made  by  means  of  a  "  receivable  order,"  No. 
Tr.  5.     Withdrawals  are  obtained  upon  application  to  the  Board  of  Trade 
on  one  of  the  following  forms: — 

No.  Tr.  9.  For  repayment  of  advances  made  by  trustee. 
No.  Tr.  7.  For  cheques  in  favour  of  solicitors,  auctioneers,  and  others. 
No.  122a.  For  cheques  in  payment  of  dividends. 

No.  Tr.  4.  For  payment  to  Board  of  Trade  of  audit  duty  and  for  fee 
on  trustee's  application  for  release. 
Where  a  local  bank  account  is  required,  the  committee  of  inspection 
must  apply  to  the  Board  of  Trade  on  Form  No.  136  for  permission  to  open 
such  account. 
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Where  dividends  are  paid  through  a  local  bauk,  the  trustee  should 
forward  to  the  Inspector-General  in  Bankruptcy  a  certified  list  of  the 
proofs  filed  in  Form  No.  122b,  together  with  an  office  copy  of  the  proofs 
filed,  if  the  proceedings  are  in  the  High  Court. 

Allocaturs.— AW  bills  and  charges  of  solicitors,  managers,  accountants, 
auctioneers,  brokers,  and  other  persons  not  being  trustees,  must  be  taxed, 
and  the  certificate  of  such  taxation  is  called  an  allocatur;  the  official 
forms  are  No.  141  and  No.  141  A.  Should  the  solicitor  or  other  person 
fail  to  submit  his  bill  for  taxation  within  a  reasonable  time,  the  trustee 
may  call  upon  him  to  do  so  by  means  of  Form  No.  140. 

Notice  to  bankrupt  of  intention  to  apply  for  attachment  of  salary  or 
income  should  be  given  on  Form  No.  133. 

Disclaimer. — A  trustee  desiring  to  disclaim  onerous  property  may  give 
notice  of  such  intention  on  the  following  forms : — 

General  notice  of  intention  to  disclaim  lease.     Form  No.  119. 

Notice  to  landlord  of  intention  to  disclaim  leasehold  property  not  sub- 
let or  mortgaged.     Form  No.  119a. 

Notice  to  landlord,  mortgagee,  or  sub-tenant  of  intention  to  disclaim 
leasehold  property,  sub-let  or  mortgaged.     Form  No.  119b. 

The  above  forms  are  for  notice  of  intention ;  one  of  the  under-mentioned 
forms  should  be  used  for  the  actual  disclaimer : — 

Disclaimer  without  notice.     No.  120. 

Disclaimer  of  leasehold  property  after  notice  to  landlord,  mortgagees, 

&c.     No.  120a. 
Disclaimer  of  lease  with  leave  of  the  Court.     No.  120b. 
Notice  of  disclaimer  without  the  leave  of  the  Court.     No.  120c. 
Notice  of  disclaimer  of  lease  with  leave  of  the  Court.     No.  120d. 

A  copy  of  the  disclaimer  of  a  lease  must  be  filed  in  the  Court.  There 
is  no  special  form  for  disclaimer  of  shares  and  similar  property  entailing 
the  performance  of  onerous  covenants,  but  one  of  the  above-mentioned 
forms  can  readily  be  adapted,  and  although  it  is  unnecessary  to  do  so,  it  is 
not  unusual  to  file  a  copy  of  such  disclaimer  for  purposes  of  record.  In 
regard  to  freehold  property  owned  by  a  bankrupt,  although  the  existence 
of  a  mortgage  thereon  entails  the  performance  of  an  onerous  covenant  {ie., 
the  repayment),  the  correct  course  is  to  treat  the  mortgagee  as  a  secured 
or  partly  secured  creditor,  and  call  upon  him  to  prove  for  the  deficiency 
(if  any)  in  value  of  his  security. 

On  application  to  the  Boaid  of  Trade  for  his  release,  the  trustee  will 
be  required  to  give  on  Form  No.  Tr.  14  a  certificate  as  to  his  disposal  of 
property  burdened  Avith  onerous  covenants. 

See  s.v.  Landlord  and  Tenant. 

Trustee's  Periodical  Report  on  Position  of  Estate. — Upon  every  audit 
of  the  trustee's  accounts  (i.e.,  once  every  six  months,  and  forthwith,  on  the 
final  realisation  and  distribution  of  the  estate),  the  trustee  must  submit  to 
the  Board  of  Trade  a  report  on  the  position  of  the  estate,  on  Form  No. 
Tr.  13. 

Financial  Statement,  showing  Position  of  Estate. — As  already  stated, 
a  trustee  in  bankruptcy  is  required  to  despatch  to  creditors  and  others, 
notice  of  declaration  of  dividend,  and  of  his  intention  to  apply  for  his 
release. 

With  each  of  these  notices  he  must  send  a  summary  of  his  receipts  and 
payments  as  trustee. 
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The  prescribed  form  is  the  same  in  each  instance,  subject  to  adapta- 
tion, and  is  known  officially  as  No.  122.     See  infra. 

Statement  of  Accounts  to  be  submitted  to  Creditors  on  Application. — 
Under  sec.  17  of  the  Bankruptcy  Act,  1890,  one-sixth  of  the  creditors, 
on  depositing  costs,  may  call  on  the  trustee  for  an  account  of  his  receipts 
and  payments.     The  prescribed  form  is  No.  132a. 

Trustees  Application  for  Release  to  the  Board  of  Trade  must  be  made 
on  Form  No.  139. 

Certificate  by  Committee  of  Inspection  as  to  realisation  of  all  reason- 
ably available  Assets. — On  application  to  the  Board  of  Trade  for  his 
release,  the  trustee  is  required  to  certify  that  the  whole  of  the  property  of 
the  bankrupt  has  been  realised  for  the  benefit  of  the  creditors.  If  the 
trustee  is  unable  to  give  this  certificate,  owing  to  the  existence  of  some 
asset  not  at  present  realisable,  the  trustee  and  the  committee  of  inspec- 
tion are  required  to  give  their  joint  certificate  that  so  much  of  the  pro- 
perty has  been  realised  as  can  be  realised  without  needlessly  protracting 
the  bankruptcy.  There  does  not  appear  to  be  any  official  form  published, 
but  reference  to  Form  No.  189  will  readily  enable  the  trustee  t6  prepare 
this  certificate. 

Orders  of  the  Court. — Where  possible,  the  trustee  will  employ  a 
solicitor  for  the  preparation  of  orders  for  the  Court  file,  but  where,  owing 
to  want  of  funds  or  otherwise,  he  is  not  allowed  to  obtain  such  assistance, 
he  may  also  find  it  his  duty  to  prepare  orders  such  as  the  following : — 

Memorandum  of  adjournment  of  public  examination.     Form  No.  41 

Order  of  conclusion  of  public  examination.     Form  No.  48. 

Order    granting,   refusing,    or    suspending    discharge    of     bankrupt. 

Forms  No.  62,  No.  62a,  No.  62b. 
Order  granting  conditional  discharge.     Forms  No.  63,  No.  63a. 


Special  Managers 


The  special  manager  must  account  to  the  official  receiver.  The  form 
will  be  found  below.  When  approved  by  the  official  receiver,  the  totals 
of  the  receipts  and  payments  must  be  added  by  the  official  receiver  ta 
his  accounts. 

The  special  manager's  accounts  must  be  verified  by  affidavit  in  Form 
No.  106. 


I 


Special  Manager's  Account 

Receipts 


Date  Received. 

From  whom  Received, 

On  what  Account 
Received. 

Amount. 

« 

i         s.         d. 

i 
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Disbursements 


Date  Paid. 


To  whom  Paid. 


On  what  Account 
Paid. 


Amount. 


Deeds  of  Arrangement 


Every  deed  of  arrangement  executed  in  England  and  Wales  must  be 
registered  at  the  Bills  of  Sale  Registry  Office  within  7  days  of  its  execu- 
tion, together  with  an  affidavit  of  the  debtor  and  an  affidavit  of  a  witness 
to  the  execution. 

The  affidavit  of  the  debtor  must  be  in  Form  No.  D./A.  3,  to  which  is 
attached  a  schedule  of  the  names  and  addresses  of  the  creditors  of  the 
debtor,  and  amount  due  to  each  of  such  creditors.  This  schedule  must  be 
full  and  complete,  and  signed  by  the  debtor. 

The  affidavit  of  the  witness  must  be  in  Form  No.  D./A.  1. 

The  deed  itself,  and  the  necessary  attested  copy,  which  latter  is  referred 
to  in  the  affidavit  of  the  witness  as  an  "  exhibit,"  will  be  prepared  by  a 
solicitor,  but  accountants  are  frequently  called  upon  to  prepare  the 
affidavits. 

Receipts  and  Payments  Account. — Every  trustee  under  any  deed  of 
arrangement  must,  within  30  days  of  the  first  day  of  January  in  each  year^ 
transmit,  in  Form  No.  D./A.  9,  to  the  Board  of  Trade  an  account  of  his 
receipts  and  payments  as  trustee. 

Trading  Account. — Where  the  trustee  carries  on  the  business  of  the 
debtor,  a  separate  account  in  Form  No.  D./A.  12  must  be  submitted,  the 
totals  only  of  the  receipts  and  payments  on  trading  being  incorporated  in 
the  Account  No.  9. 

List  of  Dividends. — Similarly,  only  the  total  amount  of  each  dividend 
or  instalment  of  composition  is  to  be  entered  in  the  Account  No.  9,  and  the 
details  are  to  be  supplied  on  Form  No.  D./A.  14. 

Affidavits. — The  accounts  must  be  verified  by  the  affidavit  of  the 
trustee,  Form  No.  D./A.  11  being  provided  for  "interim"  accounts,  and 
F.jrni  No.  D./A.  16  for  "final"  accounts. 
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Notice  to  Creditors  of  First  Meeting,  where  no  Order  for  Summary 
Administration  has  been  made,  and  the  Debtor  has  not  submitted 
a  Proposal  for  a  Composition  or  Scheme.     (Off.  Form  No.  78.) 

{Title) 

(Under  receiving  order  dated  the  day  of  19 

Notice  is  hereby   given,   that  the  first  meeting  of   creditors  in  the    above_ 
matter  will  be  held  at  on  the  day  of 

19       ,  at  o'clock  in  the  noon. 

To  entitle  you  to  vote  thereat  your  proof  must  be  lodged  with  me  not  later 
than  o'clock  on  the  day  of  19 

A  form  of  proof  and  forms  of  general  and  special  proxy  are  enclosed  here-' 
with.  Proxies  to  be  used  at  the  meeting  must  be  lodged  with  me  not  later 
than  o'clock  on  the  day  of  19       .     {For  forms  ^ 

o/'/'roflj?/ see  s.v.  "Proxy.")  fli 

The  public  examination  of  the  debtor  is  fixed  for  the  day 

of  19      ,  at  o'clock  in  the  noon,  at 

Any  creditor  who  has  tendered  a  proof,  or  his  representative  authorised  in 
writing,  may  question  the  debtor  on  his  public  examination  concerning  his 
affairs  and  the  causes  of  his  failure. 

Official  Eeceiver, 
{Address.) 

(The  debtor's  statement  of  affairs  ["has  not  been  lodged,"]  or  ["has  been 
lodged,  and  summary  is  enclosed  "].) 

Note 

At  the  first  meeting  the  creditors  may  (amongst  other  things)  : — 

1.  By  ordinary  resolution  resolve  that  the  debtor  be  adjudged  bankrupt,  anc 
in  that  case  they  may  also,  by  ordinary  resolution,  appoint  a  trustee. 

2.  By  ordinary  resolution  fix  the  remuneration  of  the  trustee,  or  resolve  that 
the  same  be  left  to  the  Committee  of  Inspection. 

3.  By  ordinary  resolution  appoint  a  Committee  of  Inspection  from  among 
the  creditors  or  the  holders  of  general  proxies  or  general  powers  of  attorney 
ior  the  creditors. 

Notice  of  Meeting  (General  Form).    (Off.  Form  No.  101.) 

{Title) 

Take  notice  that  a  meeting  of  creditors  in  the  above  matter  will  be  held 
«it  ,  on  the  day 

of  19       ,  at  o'clock  in  the  noon. 

(Forms  of  general  and  special  proxy  are  enclosed  herewith.) 

Agenda 

\Here  insert  purpose  for  which  meeting  called.^ 
Dated  the  day  of  19       . 

*  {Signature,  adding  "  Trustee  "  or  ^'  Official  Receiver") 

{Address.) 


I 
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Notice  of  Dividend.    (Off.  Form  No.  126.) 


{Title) 


Dividend  of 


in  the  £. 


Date 


(Address.) 
19     . 


Notice  is  hereby  given  that  a  dividend  of  in  the 

pound  has  been   declared  in  this  matter,  and  that  the  same  may  be  received 
at  office,  as  above,  on  the  of 

or  on  any  subsequent  between  the  hours  of 

Upon  applying  for  payment  this  notice  must  be  produced  entire,  together 
with  any  bills  of  exchange  or  other  securities  held  by  you  ;  and  if  you  do  not 
attend  personally  you  must  fill  up  and  sign  the  subjoined  Forms  of  Receipt  and 
Authority,  when  a  cheque  payable  to  your  order  will  be  delivered  to  the 
bearer.  [Signed)     G.  H.,  Trustee. 

To 

Note. — On  application  for  the  dividend,  this  notice  must  be  produced  entire, 
and  the  bills  or  other  securities  held  by  you  must  be  produced. 


Received  of 
pounds 
payable  to 
in  the      £      on 


Receipt 

shillings  and 

in  respect  of  the 
claim  against  this  estate. 


19 


the  sum  of 

pence,  bein 


the  amount 
dividend  of 

{Creditor's  Signature.) 


Sir, 


Authority 


Please  deliver  to  {insert  the  name  of  the  person  who  is  to  receive  the  cheque, 
or  the  words  "  me  by  post,"  if  you  wish  the  cheque  sent  to  you  in  that  way)  the 
cheque  for  the  dividend  payable  to  in  this  matter. 

(Creditor's  Signature.) 
To 


Statement  to  accompany  Notice  of  Dividend,  and  Application 
for  Release.     (Off".  Form  No.  122.) 

The  Bankruptcy  Acts,  1883  and  1890 

In  the                                Court                                .     No.  of  19     . 

In  the  matter  of                                 ,  of  {here  state  address  and  description  of 

debtor),  under  Receiving  Order  dated                          day  of  19     . 

Statement  showing  position  of  estate  at  date  of  declaring  dividend, 
or  at  date  of  application  for  release,  as  the  case  may  be. 
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Dr. 


Cr. 


To  total  receipts  from  date 
of  receiving  order,  viz.: — 
(State  particulars  under 
the    several    headings 
specified  in  the  debtor's 
Statement  of  Affairs.) 
Receipts  per  trading  ac- 
count   .        .        .        . 
Other  receipts . 

Total   . 


Less: 

Deposit  returned  to  peti- 
tioner    .... 

Payments  to  redeem  se- 
curities .... 

Costs  of  execution    . 

Payments  per  trading  ac- 
count     .... 


Net  realisations 


Estimated  to 
produce  per 
Debtor's  State- 
ment. 


Beceipts. 


£     «.      d. 


By  Board  of  Trade  and  Court  fees  (in- 
cluding stamp  of  £5  on  petition)  . 

£       8.     d. 

Law  costs  of  petition 
Other  law  costs  . 


Trustee's  remuneration,  as  fixed  by 
the  viz. : — 


per  cent,  on  £ 
assets  realised     . 

per  cent,  on  £ 
assets  distributed   in 

dividend  . 


Special  manager's  charges  . 

Person  appointed  to   assist    debtor 

under  sec.  70  of  Bankruptcy  Act, 

18S3 

Auctioneer's  charges  as  taxed 
Other  taxed  costs 
Costs  of  possession     . 
Costs  of  notices  in  Gazette  and 

papers       .... 
Incidental  outlay 


Total  cost  of  realisation 
Allowance  to  debtor   . 


Creditors,  viz. ; — 

Preferential 

Unsecured  [Ist],  divi- 
dend now  declared 
of  s.  d.  in  the  £ 
on£         .        .        . 

Dividends  previously 
declared  . 

The  debtor's  estimate 
of  amount  expected 
to  rank  for  dividend 
was£ 


local 


£ 


Balance 


By  sec.  72  (2)  of  the  Bankruptcy  Act,  1883,  it  is  provided  that  "if  one- 
fourth  in  number  or  vahie  of  creditors  dissent  from  the  resolution,  or  the  bank- 
rupt satisfies  the  Board  of  Trade  that  the  remuneration  is  unnecessarily  large,  the 
Board  of  Trade  shall  fix  the  amount  of  the  remuneration." 

Assets  not  yet  realised  estimated  to  produce  £ 

{Add  here  any  special  remarks  trustee  thinks  desirable.) 

Creditors  can  obtain  any  further  information  by  inquiry  at  the  office  of  the 
trustee 


Dated  this  day  of 

{Signature  of  Trustee.) 
{Address.) 


19 


Note. — When  this  statement  accompanies  a  declaration  of  a  second  or  subse- 
quent dividend,  it  shall  incorporate  the  figures  of  the  preceding  statement  or  state- 
ments under  their  respective  headings. 
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Summary  of  Lists  referred  to  in  Statement  of  Affairs 

List  A. — Unsecured  Creditors. 

„     B. — Creditors  fully  secured. 

„     C. — Creditors  partly  secured. 

„  D. — Liabilities  of  Debtor  on  Bills  discounted  other  than  his  own  acceptances 
for  value. 

„  E. — Contingent  or  other  Liabilities ;  full  particulars  of  all  liabilities  not  other- 
wise scheduled,  to  be  given  in  this  list. 

„     F. — Creditors  for  Rent,  &c.,  recoverable  by  distress. 

,,     G. — Preferential  Creditors  for  Rates,  Taxes,  and  Wages. 

„  H. — Property ;  full  particulars  of  every  description  of  property  in  possession 
and  in  reversion  as  defined  by  sec.  168  of  the  Bankruptcy  Act,  1883, 
not  included  in  any  other  list,  are  to  be  set  forth  in  this  list.  ( The 
heads  of  division  agree  with  those  appearing  as  assets  in  the  State- 
ment of  Affairs,  supra.) 

„  I. — Debts  due  to  the  Estate.  (Showing  No.,  name  of  debtor,  address,  &c„ 
amount — good,  doubtful,  or  bad, — ledger  folio,  when  incurred,  esti- 
mated to  produce,  particulars  of,  securities  held  for  debt.) 

,,     J. — Bills  of  Exchange,  Promissory  Xotes,  &c.,  available  as  assets. 

„    K. — Deficiency  Account.     (^or/or»i  see  s. v.  "Deficiency  Account.") 


1 


Trustee's  Trading  Account.    (Off.  Form  No.  130.) 
(Title) 

G.  H.,  the  trustee  of  the  property  of  the  bankrupt  in  account  with  the  estate 
Receipts.  Payments. 


Dr. 


Cr. 


Date. 


£    s.    d. 


G.  H.  (Trustee). 
(Date) 

We  have  examined  this  account  with  the  vouchers  and  find  the  same  correct, 
and  we  are  of  opinion  the  expenditure  has  been  proper. 

Dated  this  day  of  19     . 

Committee  of  Inspection 
(or,  Member  of  the  Committee  of  Inspection). 
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Profit  and  Loss  Account  (Trading  Account).    (Off.  Form  No.  131.) 

{Title) 

Profit  and  Loss  Account 


Dr. 


Cr. 


Stock  on  hand  on 
of                     19 
Purchases     . 
Trade  expenses,  viz.  :- 

Rent  and  taxes 
Wages  . 
Miscellaneous 

£, 

day 
s.    d 

& 

8.    d. 

Sales  .         .         . 
Other  receipts,  if  any 
Stock  on  hand  on 
of                    19 

"    day 

£ 

8.     d. 

Balance  being  profit 



(Date) 


G.  II.  {Trustee), 


Proof  of  Debt  (General  Form.)     (Off.  Form  No.  72.) 

{Title) 

No.  {of  matter)  of  19     . 

Re  {name  of  debtor,  as  given  on  notice  of  meeting), 
I  {full  name,  address,  and  occupation  of  dej)onent),  of 
in  tlie  county  of  ,  make  oath  and  say : 

(c)  That  I  am  in  the  employ  of  the  under-mentioned  creditor  , 

to  make 


If    proof    made   by 

creditor    strike    out  and  that  I  am  duly  authorised  by 

If  made  by  clerk  this  affidavit,  and  that  it  is  within  my  own  knowledge  that  the 

s  ri  6  ou  <^  ).  ^^-j^^  hereinafter  deponed  to  was  incurred,  and  for  the  considera- 


If  by  agent  of  com- 
pany strike  out  (c). 

{e)  Insert  me  and  to 
CD.  and  E.F.,  my 
<;o-partners  in  trade, 
if  any,  or,  if  by  clerk, 
insert  name,  address, 
and  description  of 
principal. 


Note  this. 

(/)  Slate  considera- 
tion (as— Goods  sold 
and  delivered  by  me 
<and  my  said  partner) 
to  him  (or  them)  at  his 
(or  their)  request  be- 
tween the  dates  of,  {or, 
monies  advanced  by  me 
in  respect  of  the  under- 
mentioned bill  of  ex- 
change,) or  as  the  case 
may  be). 

(g)  My  said  partners 
•or  any  of  them  or  the 
above-named  creditor 
(as  the  case  may  be). 

(/O  My  or  our  or  their 
or  his  {as  the  case  may 
*e). 

(i)  (Here  state  the 
particulars  of  all  secu- 


tion  stated,  and  that  such  debt,  to  the  best  of  my  knowledge 
and  belief,  still  remains  unpaid  and  unsatisfied. 

{d)  That  I  am  duly  authorised,  under  the  seal  of  the  com- 
pany hereinafter  named,  to  make  the  proof  of  debt  on  its 
behalf. 

1.  That  the  said  [was],  at  the  date  of  the 


receiving  order,  viz.,  the  day  of 

and  still  justly  and  truly  indebted  to  (e) 


pounds 


19     , 

in  the  sum 
shillings 


of 

and  pence  for  {f) 

as  shown  by  the  account  endorsed  hereon,  or  by  the  following 

account,  viz. : — 


for  which  sum  or  any  part  thereof  I  say  that  I  have  not  nor 
hath  {g)  or  any  person 

by  {h)  order  to  my  knowledge  or  belief  for 

{h)  use  had  or  received  any  manner  of  satisfaction 

or  security  whatsoever,  save  and  except  the  following  {i)  : — 
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rities  held,  and  where 
the  securities  are  on  the 
property  of  the  debtor, 
assess  the  value  of  the 
same,  and  if  any  bills 
or  other  negotiable 
securities  be  held, 
specify  them  in  the 
schedule.) 


Admitted  to  vote 

Date. 

Drawer. 

Acceptor. 

Amount. 

Due  Date. 

for 

£         :         : 

the                       day 

of                    19     / 

Official  Receiver 

[or  Trustee]. 

£    n.  d. 

I 

Admitted  to  rank 
for  dividend  for 
£         :         : 
this                      day 
of                   19     . 
Official  Receiver 
[or  Trustee]. 

Sworn  at                       \ 
in  the  county  of             ' 
this        day  of      19  ,  j 

Before  me 

{Deponent's        ■ 
signature.)          M 

A. 

Particulars  of  Account  referred  to  on  other  side. 
(Credit  should  be  given  for  contra  accounts.) 
If  space  not  sufficient  let  the  jjar-ticulars  be  annexed,  but  where  the  particulars 
are  on  a  separate  sheet  of  jmper  the  same  must  be  marked  by  the  person  before 
whom  the  affidavit  is  sworn. 


Consideration. 


s.     d. 


Remarks. 


The  vouchers  (if 
any)  by  which  the 
account  can  be  sub- 
stantiated should  be' 
set  out  here. 


Sidney  S.  Dawson. 


Bankruptcy  (Ireland) 

The   Irish    Bankrupt   and    Insolvent 


that 


Act,  1857,  s.  138,  provides 
the  bankrupt  shall  prepare  a  balance  sheet  and  accounts  in  such  form  as 
the  Court  shall  direct,  and  shall  subscribe  such  balance  sheet  and  accounts, 
and  file  the  same  in  the  Bankrupt  Office,  and  deliver  a  copy  thereof  to  the 
official  assignee,  ten  days  at  least  before  the  day  appointed  for  the  last 
examination,  or  the  adjournment  day  thereof;  and  such  balance  sheet  and 
accounts  may  before  such  last  examination  be  amended  from  time  to  time 
as  occasion  shall  require  and  such  Court  shall  direct ;  and  the  bankrupt 
shall  make  oath  of  the  truth  of  such  balance  sheet  and  accounts  whenever 
he  shall  be  duly  required  by  the  Court  so  to  do ;  and  the  Court  may,  on 
the  application  of  the  assignees  or  of  the  bankrupt,  make  such  allowance 
out  of  the  estate  of  the  bankrupt  for  the  preparation  of  such  balance  sheet 
and  accounts,  and  to  such  person  as  the  Court  shall  think  fit,  in  any  case 
in  which  it  shall  be  made  to  appear  to  the  satisfaction  of  the  Court,  from 
the  nature  of  the  accounts  or  other  good  cause,  that  the  bankrupt  required 
assistance  in  that  behalf.  And  by  the  General  Orders  made  in  pursuance 
cf  the  Irish  Bankruptcy  Insolvent  Act,  1872,  and  the  Bankruptcy  Irish 
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Amendment  Act,  1872,  the  following  Rules  were  made  as  to  tlie  Bank- 
rupt's Statement  of  Affairs  and  First  Public  Examination  : — 

111.  The  bankrupt  shall,  at  latest,  on  the  day  before  the  public 
sitting  for  the  choice  of  creditors'  assignee,  unless  such  time  shall  be 
extended  by  the  Court,  file  in  the  office  of  the  Court  his  Statement  of 
Affairs,  in  the  prescribed  form,  verified  on  oath,  complete,  regularly 
paged,  and  signed  by  him  on  each  page,  with  all  the  columns  and 
blanks  accurately  filled  up,  and  the  officer  shall  examine  same,  so  as 
to  ascertain  whether  it  be  so  complete,  and  shall  refuse  to  retain  oi 
file  same  until  presented  to  him  complete. 

112.  The  bankrupt  shall,  at  same  time,  lodge  a  duplicate  or  fair 
copy  of  his  said  Statement  of  Affairs,  which  the  officer  shall  stamp  on 
the  first  page  with  the  stamp  of  the  office,  and  shall  endorse  thereon 
the  date  when  received,  and  shall  thereupon  transmit  the  same  to  the 
official  assignee.  When  the  bankrupt  shall  be  entitled  to  any  lands 
or  tenements  in  the  occupation  of  tenants,  the  Statement  of  Affairs 
shall  contain  a  rental  setting  forth  the  denominations,  head  rent  (if 
any),  tenants'  names  and  residences,  including  post-towns,  tenure, 
gale  days,  annual  or  other  rents,  and  the  amount  of  rent  due  to  the 
gale  day  next  preceding  the  bankruptcy  ;  or  such  rental  in  duplicate 
duly  verified  shall  be  filed  at  the  same  time  as  the  Statement  of  Affairs. 

Under  the  Rules  of  the  Supreme  Court  (Ireland),  made  and  pub- 
lished 5th  December,  1899,  and  22nd  February,  1905,  the  last  two 
Orders  were  repeated,  but  the  following  additional  Orders  were  made, 
dealing  with  the  preparation  and  filing  of  Statements  of  Affairs  and 
Accounting  Statements : — 

164.  In  a  bankruptcy  conducted  by  assignees,  the  bankrupt  shall, 
ten  days  before  the  day  appointed  for  his  final  examination,  if  ordered 
by  the  Court  but  not  otherwise,  file  in  the  office  of  the  Court  an 
accounting  statement  in  the  prescribed  form,  verified  upon  oath, 
together  with  a  duplicate  or  fair  copy  thereof,  which  the  officer  shall 
stamp  with  the  stamp  of  the  office,  and  shall  endorse  with  the  date 
when  received,  and  shall  thereupon  transmit  to  the  official  assignee. 
It  shall  be  the  duty  of  the  bankrupt  to  attend  the  official  assignee 
and  vouch  by  his  books  of  account  or  other  evidence  the  items  in  his 
accounting  statement  (if  filed). 

165.  At  the  sitting  for  the  final  examination  of  the  bankrupt  the 
official  assignee  shall  submit  to  the  Court  his  report  respecting  the 
bankruptcy  showing  the  debts  returned  as  due  to  the  estate,  showing 
how  far  such  return  has  been  found  to  be  correct,  how  far  the  estate 
has  been  realised  by  the  assignees,  how  far  the  bankrupt  has  per- 
formed the  duties  imposed  upon  him  by  the  statute  and  afforded  all 
necessary  assistance,  how  far  the  items  in  his  Statement  of  Affairs 
and  Accounting  Statement  (if  any)  have  been  vouched,  and  whether, 
in  his  opinion,  any  further  information  is  required  or  can  be  expected 
from  the  bankrupt  on  any  matter  connected  with  his  estate. 

Order  123  provides  that  the  accounts  to  be  filed  by  the  petitioner 
(arranging  debtor),  according  to  the  345th  section  of  the  Act  of 
1857,  ten  days  before  the  first  sitting,  shall  be  a  Statement  of  Affairs 
in  the  form  prescribed  for  bankrupts,  or  as  near  thereto  as  the  circum- 
stances of  the  case  will  allow,  but  shall  not  include  an  accounting 
statement,  unless  ordered  by  the  Court. 
The  forms  in  present  use  are  given  hereunder,  and  will  be  found 
largely  self-explanatory. 
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151 


Salaries    .  .  . 

Wages     , 

Sundry  trade  charges 

Travelling  expenses 

Rent  of  premises . 

Taxes 

Maintenance  of  clerks  and  shopmen 

Law  charges 

Interest  and  discount 

Freights  .... 


Total 


d. 


{Signed) 


In  the  matter  of 


I,  the  said  ,  make  Oath  and  say : — 

I  have  carefully  read  the  foregoing  Accounting  Statement  and  Details,  and 
the  several  Items  therein,  and  I  believe  the  same  to  be  true. 


Sworn   at 
19 


this 


day   of 


,  before  me, 


Form  3.     (Off.  No.  61A.) 

List  (A) — Debts  due  by  mb 
Creditors  unsecured 

[Off.]  Note.— The  day  and  month,  as  well  as  the  year,  of  the  date  of  the  contracting 
of  the  Debt  is  (where  practicable)  to  be  given. 

[Off.]  Note. — In  cases  of  set  off  the  Name  of  the  Creditor  must  appear  in  this  List, 
with  the  amount  of  the  Debt  due  to  him  and  claimed  from  him  inserted  in  brackets,  but 
the  balance  only,  as  the  case  may  be,  is  to  be  carried  into  the  Column. 


IS. 


1^^' 


Names  and  Descriptions  of  Credit- 
ors and  Claimants,  and  their 
present  or  last  Residences,  and 
Post  Towns. 


Amount  of 
Debt. 


£      S.     d. 


Date  when 
contracted. 


Nature  and  Consideration  of  the 
Debt,  and  when  the  Debt  is 
disputed,  wholly  or  in  part,  the 
reason  thereof ;  state  also  if  the 
amount  set  down  is  an  estimate. 


(Signed) 

This  List  would  be  continued  on  succeeding  pages  if  required,  and  each  page 

would  be  signed. 
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Form  2,  Bankrupt's  or  Arranging  Debtor's  Statement  of 
Affairs.     (Off.  No.  61.) 

In  the  High  Court  of  Justice  in  Ireland^  King's  Bench  Division. — "  In 

Bankruptcy" 

Petition  filed,  ,     First  Sitting  fixed  for 

Acting  Official  Assignee, 

In  the  Matter  op 
of 

Statement  of  the  affairs  of  the  said 
at  the  time  of  the  filinjc  of  the  Petition  in  this  matter. 


Liabilities. 

Unsecured  creditors  as  per  list  (A),  in- 
cluding creditors  for  rent,  taxes, 
salaries,  and  wages,  as  per  sub-list 
(A) 


Creditors  fully  secured,  as  per 

li8t(B)         .  .  .  . 

Less  estimated  value  of  secu- 
rities ..... 


£     8.     d. 


Surplus    .        .  £ 


Creditors  partly  secured,  as 
per  list  (C) 

E:<timated  value  of  securities 
{state  ivhether  including  the 
above  surplus  or  not)  . 


£     s.     d. 


Liabilities  for  which  I  received  no  con- 
sideration, as  per  list  (D),  not  included 
in  debt  of  secured  or  partly  secured 
creditors 


Liabilities  on  bills  discounted 
by  me,  as  per  list  (E),  not 
included  in  debt  of  secured 
or  partly  secured  creditors 


£     s.     d. 


Of  which  amount  I  expect  there  will  be 
proved  against  my  estate  for  dividend  . 

Total  debts  .         .       £ 


£    8.     d. 


Assets. 

Estimated   value  of    stock  and  movable 
chattels,  as  per  list  (F) 


Debts  due  to  me,  including 
bills  receivable  on  hand, 
as  per  list  (G),  which  I 
classify  as — 

Good  .... 

Doubtful     . 


Bad 


£     ».    d. 


Total 


Which  I  estimate  will  produce 

Cash  in  bank  and  on  hand 

Estimated  value  of  my  unincumbered 
freeholds  and  leaseholds,  as  per  list 
(H) 

Estimated  value  of  other  property,  as 
per  lists  (I),  (J),  and  (K)       . 

Surplus  from  securities  in  the  hands  of 
creditors  from  the  other  side 

Total  estimated  assets      ...       £ 

Deficiency 


Total 


I  was  bankrupt  in  the  year  (If  not  previously  baiikrupt,  or  an  arranging 

debtor,  strike  out  the  words.) 

I  presented  a  Petition  for  Arrangement  in  the  year  ,  and  effected  an 

Arrangement  of  in  the  pound  on  debts  amounting  to  £ 

(  The  dates  and  amounts  are  to  be  stated  with  precision.) 
(Signed) 
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Form  4.     (Off.  No.  61AA.) 

Sub-List  (A) — Debts  due  by  me 

Creditors  for  Rent^  Bates,  Taxes,  Salaries,  and  Wages 

[Off.]  Notes — 

Rent  should  not  be  returned  in  the  last  column. 

Only  four  months'  wages  is  payable  in  full  for  wages  or  salary,  and  two  months  to 

labourer  or  workman. 
Gas  is  not  payable  in  full. 


No. 

Names  and  Descriptions  of  Credit- 
ors, and  present  and  last  Residences. 

Nature  of  Demand  (a). 

Total 
Amount. 

Amount 
tliereof  pay- 
able in  fnll. 

Amount  brought  forward 
from  List  A 

£     s.     d. 

£     s.     u. 

Total,  £ 

(a)  State  whether  for  ''Rent,"  ''Bates,"  "Taxes,"  "Salaries"  or  "Wages"  and 
precise  dates  when  due. 
(Signed) 


Form  5.     (Off.  No.  61B.) 

List  (B) — Debts  due  by  me 

Creditors  fidly  secured  hy  Mortgage,  Charge,  or  Lien  on  the  Debtor  s  Estate, 
or  any  part  thereof 

[Off.]  Note. — The  day  and  month,  as  well  as  the  year,  of  the  date  of  the  contracting 
of  the  Debt  is  (where  practicable)  to  be  given. 


No. 

Names  and  Descriptions  of  Creditors     .  Tummt  r.f 
and  Particulars  of  the  Debt             the  Debt 
secured. 

Particulars  of  the  Securities 

held  by  each  Creditor,  with 

precise  Dates. 

Estimated 

Value  of 

Securities 

held. 

£ 

£      s.     d. 

£ 

£      S.     d. 

(Signed) 
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Form  6.     (Off.  No.  610.) 

List  (C) — Debts  due  by  me 

Creditors  partly  secured  hy  Mortgage,  Charge,  or  Lien  on  the  Debtor's  Estate  or 

any  part  thereof 

[Off.]  Note. — The  day  and  month,  as  well  as  the  year,  of  the  date  of  the  contracting 
of  the  Debt  is  (where  practicable)  to  be  given. 


No. 

Names  and  Descriptions  of  Creditors 

aud  Particulars  of  tlie  Debt 

secured. 

Amount  of 
the  Debt. 

Particulars  of  the  Securities       |     Estimated 

held  by  each  Creditor,  with               Value  of 

precise  Dates.                         Security. 

£ 

^      a.     d. 

£ 

£     s.     d. 

-    - 

(Signed) 


Form  7.     (Off.  No.  61D.) 

List  (D) 

Liabilities  for  which  L  received  no  consideration,  not  included  in  Lists  B  and  C 

[Off,]  Note. — The  day  and  month,  as  well  as  the  year,  of  the  date  of  the  contracting 
of  the  Debt  is  (where  practicable)  to  be  given. 


No. 


Names  and  Descriptions  of 
Creditors  or  Claimants,  and 

their  present  or  last 
Residences,  and  Post  Towns. 


Amount  of 

Liability  or 

Claim. 


Date  when 
Contracted. 


Admitted 

or 
Disputed. 


Nature  and  Considerati-  n 

of  the  Liability  or  Claim  ; 

also,  if  disputed,  the  reason 

thereof. 


{Signed) 


Form  8.     (Off.  No.  61E.) 

List  (E) 
Liability  on  Bills  Discounted  by  me 


No. 

Holder's  Name  and 
Address  (if  known). 

Date  when 
Due. 

Amount. 

Estimated 
Amount  which 
will  be  proved 
against  my 
Estate  for 
Dividend. 

Acceptor's  Name  and  Address. 

£ 

£     8.     d. 

Jt     8.     d. 

« 

(Signed) 
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Form  9.     (Off.  No.  61F.) 

List  (F) — Movable  Chattels 


No. 

Description. 

Where  to  be  Found. 

Names,  Rpsidence,  and 
Description  of  the  Person 

in  whose  Possession  or 

Custody  the  Chattels  now 

are. 

Cost. 

Estimated 
Present 
Value. 

Stock  in  Trade   . 

£    s.     d. 

ij    s.    u. 

Household  Goods  ard 
Furniture 

Wines  {stating  quanti- 
ties), viz. — 

Other  LiqT.ors  {statiwj 
quantities),  viz. —     . 

Plate  weighing       troy 
ounced 

Jewels 

Other  Ornaments  of  the 
Person,  riz. — . 

Horse          .         .        . 

Cow    .... 

Other  Live  Stock,  viz.— 

Carriages     and     other 
Vehicles,  viz.— 

Farming  Stock    . 

Implements    of     Hus- 
bandry    . 

Ships  and   Shares    of 
Ships,  viz. —     . 

Other  Movable  Chat- 
tels . 

(Signed) 
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Form  10.     (Off.  No.  61 G.) 

List  (G) — Debts  due  to  mb 
[Off.]  Note. — In  cases  of  set  off  the  name  of  the  Debtor  must  appear  in  this  List  with 
amounts  of  the  Debts  due  to  him  and  claimed  from  him  inserted  in  brackets,  but  the  balance  on: 
as  the  case  may  be,  is  to  be  carried  into  the  Column. 


Conse- 
cutive 

Number 
of 

Debtor. 


Date 
when 
Con- 
tracted. 


Ledger 
Folio. 


Debtors'  Names. 


Present  or  last 
Address  and  De- 
scription of  the 
Debtor,  including 
Post  Town. 


Amount  of  Debt,  inserted  under  its      ConsideratioB'' 
proper  Head,  as  ^^  ^^^  ^^^1 ;  also 

Securities,  if 
any, for  the 
same. 


Good. 


£     s.    d. 


Doubtful. 


Bad. 


£     s.    d.     £     s.    d. 


£ 


(Signed) 


Form  11.     (Off.  No.  61H.) 

List  (H) 

Of  Freehold  and  Leasehold  Estates,  whether  Mortgaged  or  not. 

To  he  fully  set  out 


No. 

Parcels  described  by  Names 

and  Quantities,  and  where 

Situate, 

Estate  or  Interest  therein. 

Tenants' 
annual 
Rents,  or  Esti- 
mated Annual 

Value  if 
Untenanted. 

Head  Rent, 
if  any. 

Present  EsU- 
mated  Value. 

£ 

*   '•  "• 

£      s.     d. 

£      s.    d. 

{Signed) 

Form  12.     (Off.  No.  611.) 

List  (I) 

Of  Annuities,  Investments  in  Government  or  other  Securities,  Shares  in  Public 

Companies,  Fees,  Pensions,  Allowances,  and  other  like  Property 


No. 

Description, 

Documents 

relating  to  same 

referred  to  by 

their  Numbers 

in  List  J. 

Persons  or  Fund 
Chargeable,  and 
when  Determin- 
able. 

Original 
Consideration. 

Amount  of 

Annual 
Proceeds. 

Amount  of 

Arrear 
now  Due. 

Present 

Estimated 

Value. 

1 

£ 

£     S.    d. 

£     8.     d. 

£     s.    d. 
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Form  13.     (Off.  No.  61J.) 

List  (J) — Of  Property  in  ExPECTANcr 

Comprisivg  all  the  Estates  and  Effects,  Real  and  Personal,  and  all  Places  of 
Benefit  or  Advantage,  and  Emoluments  of  the  same,  and  all  Pensions,  Allow- 
ances, Rights,  and  Powers,  in  which  I  have  any  vested  or  contingent  interest, 
in  reversion,  remainder,  or  expectancy. 


No. 


Description  of  the  Property,  according 

to  the  Specifications  continued  in  the 

preceding  Lists,  so  far  as  tlie  same  may 

be  respectively  applicable,  and  how 

and  when  acquired. 


{Signed) 


Vested  or 
Contingent. 


Name,  Residence,  and 

Description  of  the  Persons 

now  in  enjoyment. 


Present  Esti- 
mated Value. 


£     s.     d. 


Form  14.    (Off.  No.  61L.) 

Comprising  all  Books,  Papers,  Deeds,  Writings,  and  other  Documents  relating 
to  my  Estate  and  Effects,  or  Dealings 

[Off.]  Note. — The  latest  books  should  be  fully  accounted  for. 


Description  (as  Ledger,  Day-Book, 
BiU  of  Exchange,  &c.) 


Dates,  Parties'  Names,  and  Property 
comprised. 


In  whose  Possession  and  where 
to  be  Found. 


(Signed) 


Form  15.     (Official  Form  of  Affidavit.) 

I,  the  said  make  oath  and  say : 

1.  I  have  carefully  read  the  foregoing  Statement  of  my  Afiftiirs,  on  each  page  of 

•which  I  have  signed  my  name. 

2.  I  say  that  the  same  contains  a  full  and  true  account  of  all  debts  due  by  me  ;. 

that  the  same  are  justly  due  by  me,  save  as  therein  otherwise  stated ;  and 
that  I  am  not,  to  my  knowledge,  indebted  to  any  other  person  or  persons 
except  the  creditors  therein  named. 

3.  I  say  that  the  said  Statement  contains  a  full  and  true  account  of  all  debts- 

due  to  me,  and  that  there  are  not,  to  my  knowledge  or  belief,  any  debts' 
due  to  me,  except  the  debts  therein  returned. 


158  BEARER   SECURITIES 

4.  I  say  that  the  said  Statement  contains  a  full  and  true  account  and  description 
of  all  other  property  of  any  kind  or  description  whatsoever  of  which  I  am 
possessed  or  to  which  I  am  entitled. 

Sworn  at  the  day  of  ,  One 

thousand  nine  hundred  and  ,  before  me. 

{Signed)  , 

[Off.]  Note. — It  is  the  duty  of  the  Bankrupt  to  prepare  hia  Statement  of  Affairs  in  this 
form,  and  to  be  accurate  in  making  the  statements  for  which  the  several  Columns  are 
intended.     Particular  attention  is  required  as  to  dates  and  amounts. 

This  Statement  must  be  filed  at  latest  the  day  before  the  day  fixed  in  the  Gazette  for 
the  first  public  examination  of  the  Bankrupt,  or  ten  days  before  the  day  appointed  for  the 
first  sitting  for  composition  after  bankruptcy.  An  arranging  Debtor  must  file  his  account 
in  this  form  ten  days  before  the  day  appointed  for  the  first  private  sitting. 

Provision  is  made  in  the  forms  for  setting  out  any  proposal  by  the 
bankrupt,  under  "Debtor's  Proposal,"  and  also  (on  No.  61M)  for  any 
amendments  on  the  foregoing  statements.  These  amendments  must  be 
sworn  to  by  the  bankrupt. 

Edward  Kevans. 

Bankruptcy  (Scotland).  See  Cessio,  Composition  Con- 
tract, Sequestration,  Trust  Deed  for  Creditors,  Deed  of 
Arrangement. 

Bearer  Securities 

A  security,  speaking  generally,  is  a  writing  either  representing  money, 
or  making  the  payment  of  money  more  assured  ;  and  a  Bearer  Security 
is  a  writing  which  in  terms  makes  payment  of  the  money  assured  thereby 
available  to  the  person  for  the  time  being  in  possession  of  such  writing. 
Being  transferable,  like  cash,  by  delivery,  a  bearer  security  is  a 
negotiable  instrument,  and  the  property  in  it  will  pass  to  any  bond  fide 
transferee  for  value.  By  sec.  34  of  the  Local  Loans  Act,  1875,  38  &  39 
Vict.  c.  83,  under  the  term  "  security  "  is  comprised  any  debenture,  deben- 
ture stock,  annuity  certificate,  coupon,  or  stock  certificate  to  bearer 
issued  under  that  Act ;  but  the  term  will  also  cover  a  bank  note,  bill  of 
exchange,  promissory  note,  or  a  cheque.  A  "  marketable  security,"  again, 
for  the  purposes  of  stamp  duty,  is  a  security  of  such  a  description  as  to  be 
capable  of  being  sold  in  any  stock  market  in  the  United  Kingdom.  We 
shall  confine  our  attention  here  to  marketable  bearer  securities. 

It  is  now  an  ordinary  practice  for  joint-stock  companies  to  issue 
•debentures  to  bearer.  Such  a  debenture  is  in  effect  like  a  promissory 
note,  passing  from  hand  to  hand  free  from  equities  subsisting  between  the 
issuing  company  and  the  original  holder.  Section  43  of  the  Companies 
Act,  18C2,  25  &  26  Vict.  c.  89,  requiring  a  register  of  mortgages  to  be 
kept,  applies  to  debentures  to  bearer  equally  with  mortgage  debentures 
not  transferable  by  delivery;  but  it  is  thought  that  the  section  is 
sufficiently  complied  with  if  the  person  to  whom  the  debenture  is  issued 
is  registered,  and  thereafter  any  one  presenting  the  debenture  for  registra- 
tion. Another  form  of  bearer  security  is  a  share  warrant  to  bearer, 
issued  under  the  provisions  of  sec.  27  of  the  Companies  Act,  1867,  30 
&  31  Vict.  c.  131.  Such  a  warrant  states  that  the  bearer  is  entitled  to 
A  share  or  shares  or  stock  therein  specified,  and  payment  of  dividends  is 
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effected  by  means  of  coupons  or  otherwise.  Forgery,  etc.,  of  a  share 
warrant,  and  personation  of  the  owner  of  a  share  warrant,  are  made 
felonies  punishable  with  penal  servitude  for  life  (sees.  34<  and  85).  If 
the  regulations  of  the  company  permit,  the  bearer  of  a  share  warrant 
can  surrender  such  warrant  for  cancellation,  when  his  name  will  be 
entered  on  the  register  of  shareholders  (sec.  29).  Share  warrants  to 
bearer  are  especially  useful  in  the  case  of  companies  expecting  foreign 
subscribers,  bearer  securities  being  favourably  regarded  on  the  Continent. 
Lastly,  by  sec.  31  of  the  Companies  Act,  1862,  ut  supra,  joint-stock 
companies  are  empowered  to  issue  stock  and  share  certificates  which 
enable  the  stock  and  shares  represented  thereby  to  be  readily  sold  in  the 
stock  markets.  In  such  cases,  however,  the  stock  exchange  requires  on 
the  certificate  a  statement  of  the  authority  under  which  the  company  is 
incorporated — e.g.,  the  Companies  Acts,  1862  to  1900,  and  in  the  case  of 
a  preference  share  certificate,  a  statement  of  the  company's  capital,  the 
preferences  as  to  capital  and  dividends,  the  dates  of  payment  of  the 
dividends,  and  a  provision  for  the  production  and  surrender  of  the  certifi- 
cate upon  any  transfer. 

The  provisions  as  to  stamp  duty  are  as  follows  : — 
Mortgage,  Bond,  Debenture,  Covenant  (except  a  marketable  security 
otherwise  specially  charged  with  duty). 

(1.)  Being  the  only,  or  principal,  or  primary  security  (other  than 
an  equitable  mortgage)  for  the  payment  or  repayment  of  money — 

Not  exceeding  £10,  3d. ;  £25,  8d ;  £50,  Is.  3d. ;  £100,  2s.  6d. ; 
£150,  3s.  9d.;  £200,  5s. ;  £250,  6s.  3d. ;  £300,  7s.  6d.  Exceeding 
£300,  for  every  £100,  and  also  for  any  fractional  part  of  £100,  of  the 
amount  secured,  2s.  6d. 

(2.)  Being  a  collateral,  or  auxiliary,  or  additional,  or  substituted 
security  (other  than  an  equitable  mortgage),  or  by  way  of  further 
assurance  for  the  above-mentioned  purpose,  where  the  principal  or 
primary  security  is  duly  stamped — 

For  every  £100,  and  also  for  any  fractional  part  of  £100,  of  the 
amount  secured,  6d. 

(3.)  Being  an  equitable  mortgage — 

For  every  £100,  and  any  fractional  part  of  £100,  of  the  amount 
secured,  Is. 
Marketable  Security  (except  a  Colonial  Government  security),  being 
a  security  transferable  by  delivery,  and  bearing  date,  or  signed  or 
offered  for  subscription,  after  the  6th  August,  1885 — 

For  every  £10,  and  also  for  any  fractional  part  of  £10,  of  the 
money  thereby  secured.  Is. 
Marketable  Security  (except  as  last  aforesaid),  being  such  security  as 
last  aforesaid  given  in  substitution  for  a  like  security  duly  stamped 
in  conformity  with  the  law  in  force  at  the  time  when  it  became 
subject  to  duty — 

For  every  £20,  and  also  for  any  fractional  part  of  £20,  of  the 
money  thereby  secured,  6d. 
Share  Warrant  and  Stock  Certificate  to  bearer.  A  duty  of  an  amount 
equal  to  three  times  the  amount  of  the  ad  valorem  stamp  duty 
which  would  be  chargeable  on  a  deed  transferring  the  share  or 
shares,  or  stock  specified  in  the  warrant  or  certificate,  if  the  con- 
sideration for  the  transfer  were  the  nominal  value  of  such  share  or 
shares,  or  stock.  If  a  share  warrant  is  issued  without  being  duly 
stamped,  the  issuing  company,  and  also  every  person  who  at  the 
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time  is  the  managing  director  or  secretary,  or  other  principal  officer 
of  the  company,  shall  incur  a  fine  of  £50. 

Form  1,  Debenture  to  Bearer 

The  Company,  Limited. 

Nominal  Capital,  £ 
Issue  of  debentures  of  £  each,  carrying  interest  at  the  rate 

of  per  centum  per  annum  payable  every  and 

(The   issue   is    made    under    clauses  and  of    the 

Company's  Memorandum  and  Articles  of  Association  respectively  and 
in  pursuance  of  a  resolution  passed  by  the  Shareholders  in  general 
meeting  on  the  day  of  19         .) 

Xo.  Debenture  £ 

1.  The  Company,  Limited  (hereinafter  called  the  Company),  in 
consideration   of   the  sum    of   £  paid   to  the   Company  by 

of  ,  hereby  binds  itself  to  pay  to  the  said  or  to  the 

bearer  hereof,    on  the  day  of  or  on  such  earlier   day 

as  the  principal  moneys  hereby   secured   become  payable   under  the  conditions 
endorsed  hereon,  the  sum  of  £ 

2.  The  Company  binds  itself  until  the  said  day  of 

or  such  earlier  day  as  the  principal  moneys  hereby  secured  become  payable  as 
aforesaid  to  pay  to  the  said  or  to  the  bearer  hereof  on  presentation 

and  surrender  of  the  appropriate  coupons  annexed   hereto  interest  on  the  said 
sum   of  £  at  the  rate  of  per  centum  per  annum  by   half- 

yearly  payments  on  the  day  of  and  the 

day  of  in  each  year,  the  first  of  such  half-yearly  payments  to  be 

made  on  the  day  of  next. 

3.  The  Company  as  beneficial  owner  hereby  charges  with  the  several 
payments  aforesaid  its  undertaking  and  all  its  property  and  assets  present  and 
future  including  its  uncalled  capital  for  the  time  being. 

4.  This  debenture  is  issued  subject  to  and  incorporates  for  the  benefit  of 
the  said  or  the  bearer  hereof  the  conditions  endorsed  hereon  which 
are  also  included  in  a  Trust-Deed  securing  this  issue  of  debentures  dated 
the  day  of  and  made  between  the  Company  of  the 
one  part  and  as  Trustees  for  the  Debenture-holders  of  the  other 
part. 

Given    under    the    common    seal   of    the    Company    this  day 

of 

The  common  seal  of  the  Company  was  affixed  hereto 


in  the  presence  of  '    '  ' 

>  Directors. 
Secretary. 

THE   CONDITIONS   WITHIN    KEFERRED   TO 

\.  This  debenture  is  one  of  a  series  of  debentures  issued,  or  about 

to  be  issued,  by  the  Company  under  clauses  and        of  the  Company's  Memo- 

randum and  Articles  of  Association  respectively,  and  in  pursuance  of  a  resolution 
passtd    by    the    Shareholders     in    general     meeting    on    the  day 

of  .     The    debentures   of    the    series    are    or   will    be    numbered 
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principal  sum  of  &  .     The  debentures  of  the  series  are  and  will,  until 

their    respective    registration    as   after    mentioned,   be    payable    to  bearer  and 
transferable  by  delivery. 

2.  The  debentures  of  the  series  are  payable  'pari  passu,  and  will  rank  pari 
passu  as  a  first  charge  and  as  a  floating  security  on  the  undertaking,  property, 
and  assets  hereby  charged  without  any  preference  or  priority  one  over 
another. 

3.  Interest  will  be  payable  in  accordance  with  the  coupons 
annexed  hereto,  numbered  to  ,  each  for  a  half-year's 
interest  of  £  payable  at  the  Bank  (less  income-tax).  Such 
interest  will  be  payable  only  as  from  the  respective  dates  on  the  coupons  and  on 
presentation  and  delivery  of  the  coupons  respectively  referring  thereto. 

4.  The  principal  moneys  hereby  secured  shall  immediately  become  payable 
in  any  of  the  following  events  : — 

(a.)  If  the  Company  makes  default  for  three  calendar  months  in  the  payment 
of  any  interest  hereby  secured  and  the  bearer  hereof  before  such 
interest  is  paid  by  notice  in  writing  to  the  Company  calls  in  such 
principal  moneys. 

(6.)  If  an  order  is  made  or  a  proper  resolution  is  passed  for  the  winding  up 
of  the  Company. 

(c.)  If  the  Company  shall  become  insolvent  or  suffer  a  distress  or  execution 
on  any  part  of  the  undertaking,  property,  or  assets  charged,  and  the 
debt  for  which  such  distress  or  execution  is  suffered  is  not  paid 
off  within  seven  days. 

{d.)  If  the  Company  shall  cease  to  carry  on  business. 

5.  The  Company  may  at  any  time  after  the  day  of 
give  notice  by  advertisement  of  its  intention  to  pay  off  this  debenture,  and  upon 
the  expiration  of  six  calendar  months  from  such  notice  being  given  as  aforesaid 
the  principal  moneys  hereby  secured  shall  become  immediately  payable. 

6.  If  the  principal  moneys  hereby  secured  shall  become  immediately  payable 
under  Conditions  4  and  5  hereof,  the  person  presenting  this  debenture  for 
payment  must  surrender  therewith  the  coupons  bearing  date  subsequent  to  the 
date  of  the  principal  moneys  hereby  secured  so  becoming  immediately  pay- 
able. 

7.  The  principal  moneys  hereby  secured  will  be  payable,  subject  to  Condition 
6  hereof,  at  the  Bank,  or  others,  the  Company's  bankers  for  the 
time  being  on  presentation  and  surrender  of  this  debenture.  Intimation  of  any 
change  in  the  Company's  bankers  will  from  time  to  time  be  announced  by 
advertisement. 

8.  A  register  of  debentures  will  be  kept  at  the  Company's  registered  office, 
and  in  such  register  will  be  entered  the  names,  addresses,  and  descriptions 
of  the  proprietors  presenting  the  debentures  for  registration  as  aftermentioned 
and  particulars  of  the  debentures  so  registered  by  them.  Such  register  will  be 
open  at  all  reasonable  times  during  business  hours  to  the  inspection  of  any 
registered  proprietor  or  his  lawful  attorney  authorised  in  writing,  or  his  legal 
personal  representative. 

9.  The  bearer  of  this  debenture  may  at  any  time,  at  his  option,  present  this 
debenture  at  the  Company's  registered  office  for  the  purpose  of  exchanging  the 
same   for   a   registered    debenture    registered   in   his   name   in   the   register   of 
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debentures,  and  after  delivery  to  him  of  a  registered  debenture  in  exchange  for 
this  debenture  and  registration  of  his  name  as  the  proprietor  thereof,  the 
debenture  will  cease  to  be  transferable  by  delivery  and  will  be  transferable  only 
by  deed  of  transfer  executed  by  him  or  by  his  lawful  attorney  authorised  in 
writing  or  by  his  legal  personal  representative  and  registered  in  the  books  of  the 
Company.  Similarly,  the  proprietor  of  a  registered  debenture  may  from  time 
to  time,  at  his  option,  exchange  such  registered  debenture  for  a  new  debenture  to 
bearer.  The  Company  may  charge  for  every  exchange  and  transfer  hereunder  a 
fee  of  2s.  6d. 

10.  The  bearer  or  the  registered  proprietor  for  the  time  being  of  this 
debenture  or  of  any  of  the  coupons  annexed  hereto  shall  be  entitled  to  the 
principal  money  or  interest  respectively  secured  thereby  free  from  any  equities 
between  the  Company  and  the  original  or  other  intermediate  proprietor. 

Form  2,  Form  of  Coupon  relative  to  above  Debenture 

The  Company,  Limited. 

Debenture  No. 
Interest  Coupon  No. 
For  £  ,  half-year's  interest  due  the  day  of  , 

and  payable  at  the  Bank  (less  income  tax). 

& 

Secretary. 

Form  3,  Bond  to  Bearer 

The  Company,  Limited — (<fcc.,  as  in  Form  1), 

The  Company,  Limited,  in  consideration  of  the  sum  of  £, 

advanced  to  it  by  of  (the  receipt  of  which  sum  it 

hereby  acknowledges),  hereby  binds  itself   to   pay  to  the  said  or 

bearer  on  presentation  of  this  bond  the  sum  of  £  on  the 

day  of  ,  and  in  the  meantime  to  pay  interest  on  the  said  sum  of 

£>  at  the  rate  of  per  centum  per  annum  on  the  dates  and  at  the  place 

mentioned  respectively  in  the  coupons  annexed  hereto.     It  is  specially  declared 
that  this  bond  is  issued  subject  to  and  incorporates  the  conditions  endorsed  hereon. 
Given,  &c.  {as  in  Form  1). 

Conditions  will  be  endorsed  providing  for  negotiability,  jjari  passu 
payment,  acceleration  of  payment  in  certain  events,  redemption,  &c. 
Coupons  in  form  similar  to  Form  2. 

Form  4,  Scrip  Certificate  to  Bearer 

The  Company,  Limited. 

(Registered  under  the  Companies  Acts,  1862-1900.) 
Nominal  capital  £  ,  divided  into  shares  of  £  each. 

No.  Scrip  Certificate.  £ 

This  is  to  certify  that  the  sum  of  £  has  been  paid  on  the  share 

represented  by  this  certificate,  and  that  the   bearer  hereof  on  payment  to  the 
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Bank  of  the  balance  remaining  due  in  accordance  with  the  above 
Company's  prospectus,  dated  ,  by  instalments  as  follows  : — 

<£  on  the  , 

£  on  the  , 

(such  payments  to  be  shown  by  the  receipts  at  the  back  hereof),  and  on  surrender 
to  the  above  Company  of  this  certificate  is  entitled  to  receive  from  the  above 
Company  a  certificate  declaring  him  to  be  the  registered  proprietor  of  a  share  of  a 
nominal  amount  of  £  in  the  above  Company. 

Default  in  payment  of  either  of  the  above  instalments  at  the  due  date  thereof 
will  render  this  certificate  and  all  previous  payments  in  respect  thereof  liable 
to  forfeiture. 

Signed  on  behalf  of  the  above  Company  by  order  of  the  Board  of  Directors, 
this  day  of 

>  Directors, 

Secretary. 

{On  hack)'. 

Instalment  due 

Received  the  day  of  the  sum  of 

pounds  sterling. 

£  .  For  the  Bank. 

Instalment  due 

Received  the  day  of  the  sum  of 

pounds  sterling. 

£  ,  For  the  Bank. 


Form  5,  Stock  Certificate  to  Bearer 

Tlie  Company,  Limited — {&c.,  as  in  Form  1 ). 

{For  conditions  see  hack). 

This  is  to  certify  that  of  or  the  bearer  hereof 

is  the  proprietor  of  £  of  the  above  debenture  stock,  secured  by  Trust  Deed, 

dated  the  day  of  and  made  between  the  above  Company 

of  the  one  part  and  and  as  Trustees  for  the  proprietors 

of  stock  of  the  other  part,  and  issued  subject  to  the  provisions  contained  in  the 
said  deed,  the  more  material  of  which  are  endorsed  hereon. 

Given,  &c.  {as  in  Form  1). 

Conditions  will  be  endorsed  providing  for  security  of  trust  deed, 
negotiability,  'pari  passu  ranking,  redemption  at  a  premium,  legal  proceed- 
ings to  enforce  rights  only  through  the  Trustees,  &;c.  Coupons  in  form 
similar  to  Form  2. 
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Form  6,  Share  Warrant  to  Bearer 

The  Company,  Limited — (<fcc.,  as  in  Form  4). 

No.  Share  Warrant.  £ 

This  is  to  certify  that  the  bearer  hereof  is  entitled  to  fully 

paid-up  ordinary  shares  of  £  each  numbered  to 

inclusive,  in  the  above  Company,  subject  to  the  regulations  of  the  Company  and 
to  the  conditions  endorsed  hereon. 
Given,  &c.  {as  in  Form  1). 

Conditions  will  be  endorsed  providing  for  treatment  of  bearer  as 
member  of  the  company,  production  of  warrant  before  exercise  of  rights 
of  membership,  non-recognition  by  the  company  of  equitable  rights, 
registration  of  bearer,  issue  of  share  certificate  on  surrender  of  warrant, 
payment  of  dividends  and  announcement  of  same  by  advertisement,  &c. 
Sometimes  interest  is  guaranteed  by  a  syndicate  or  other  financing  body 
until  the  company  is  in  a  position  to  earn  income. 


Form  7,  Form  of  Coupon  relative  to  above  Share  Warrant 

The  Company,  Limited. 

Dividend  Coupon,  No. 

On  fully  paid-up  ordinary  shares  of  £  each,  certified  as 

held  by  share  warrant,  numbered  as  below.  This  coupon  is  payable  at  the  Com- 
pany's office,  on  the  day  of  {or  it  may  he  on  a  date 
to  he  announced  hy  newspaper  advertisement). 

Share  Warrant  No. 

Secretary. 

John  R.  MIlraith. 


[Bill  Books, 
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(L)  Bills  Eeceivable  Book 


Date. 


From  whom 
Received. 

Wliere 
Payable. 

Date  Due. 

Term. 

Amount. 

Ledger  i 
Folio.  I 

JC    s.    d. 

i 

Remarks. 


(2.)  Bills  Payable  Book 


To  whom 
Given. 

Where 
Payable. 

Date  Due. 

Term. 

Amount. 

Ledger 
Folio. 

£    s.    d. 

Remarks. 


Bills  of  Exchange 

Introductory. 
Stamp  Duty. 

Forms : — 

1.  Inland  Bill — Common  Form. 

2.  Bill  Payable  by  Instalments. 

3.  Bill  having  two  or  more  Drawees. 

4.  Variations  in  Payee. 

5.  Variations  in  Currency  of  Bills. 

6.  Variations  in  Place  of  Payment  of  Bills. 

7.  Referee  in  case  of  need. 

8.  Bills  in  a  set. 

9.  Foreign  Bills. 
10.  Acceptances : — 

(L)  General  Acceptance. 

(2.)  Qualified  Acceptance. 

(3.)  Acceptance  for  Honour  supra  protest. 

Promissory  Notes — Introductory. 

Stamp  Duty. 

Forms : — 

1.  Common  Form. 

2.  Promissory  Note  with  Pledge  of  Collateral  Security. 
Documents  which  have  been  held  to  be  Promissory  Notes. 
Documents  which  have  been  decided  not  to  be  Promissory  Notes. 
Negotiation,  &c.,  of  Promissory  Notes. 
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Endorsement : — 

1.  Blank  Endorsement. 

2.  Special  Endorsement. 

3.  Restrictive  Endorsement. 

4.  Conditional  Endorsement. 

5.  Endorsements  limiting  and  negativing  Liability. 

6.  Endorsements  per  aval. 
Notice  of  Dishonour  for  Non- Acceptance  or  Non-Payment : — 

1.  To  Drawer. 

2.  To  Endorser. 

3.  To  Drawer  of  Partial  Acceptance. 

Noting  Bill. 

Protests : — 

Bequisites  of  Protest. 
Stamp  Duty. 

Forms : — 

1.  Protest  for  Non-Payment. 

2.  Protest  for  Non -Acceptance. 

3.  Variations: — 

(1.)  Place  of  Presentment. 
(2.)  Beply  to  Demand. 

Allonge. 

The  following  are  the  essentials  of  a  bill  issued  in  the  United  King- 
dom. (The  form  of  a  bill  issued  out  of  the  United  Kingdom  in  point 
of  requisites  is  determined  by  the  law  of  the  place  of  issue  (Bills  of 
Exchange  Act,  1882,  s.  72  (1)),  whether  payable  in  the  United  Kingdom 
or  not) : — 

1.  It  must  be  in  writing.  Writing  includes  printing  (sec.  2).  It  may 
be  expressed  in  any  language,  English  or  foreign.  In  re  Marseilles  Co., 
1885,  L.R.  30,  Ch.  D.  598. 

2.  It  must  contain  an  unconditional  order  to  pay — that  is,  a  demand  or 
request  made  as  a  right  and  not  as  a  favour  (Hamilton  v.  Spottiswoode, 
1849,  18  L.J.  Exch.  393 ;  4  Exch.  200),  and  not  dependent  on  the  act  of 
the  payee  or  the  occurrence  of  an  uncertain  event.  The  words,  "  which 
you  will  please  charge  to  my  account  and  credit,  according  to  a  registered 
letter  I  have  addressed  to  you  "  (Law  v.  Humphreys,  1876,  3  R.  1192),  and 
the  words,  "against  cheque"  (Glen  v.  Semple,  1901,  3  F.  1134),  have  been 
held  to  be  unconditional. 

3.  It  must  be  addressed  by  one  person  to  another.  The  only  person 
entitled  to  accept  is  he  to  whom  the  bill  is  addressed.  If  there  be  no 
addressee,  an  acceptance  is  invalid  (Walker's  Trs.  v.  M'Kinlay,  7  R.  (H.L.) 
85  ;  5  App.  Cases,  754).  The  omission  may  be  rectified  (sec.  20).  "  Per- 
son "  includes  a  body  of  persons,  whether  incorporated  or  not  (sec.  2). 

4.  It  must  be  signed  by  the  drawer  or  by  some  one  acting  under  his 
authority  (sec.  91  (1) ).  It  may  validly  be  executed  by  initials  of  the  drawer, 
if  initialing  be  his  usual  mode  of  signature.  When  a  person  cannot  write, 
the  bill  may  be  signed  on  his  behalf  by  a  Notary  Public  or  Justice  of  the 
Peace  (see  Conveyancing  (Scotland)  Act,  1874,  s.  41).  Signature  by  mark 
would  seem  to  be  valid,  but  the  name  of  the  drawer  should  also  be  written 
on  the  bill  by  some  one  acting  under  his  instructions.  As  to  signature  by 
corporations,  see  sec.  91  (2),  and  also  sec.  47  of  the  Companies  Act,  1862. 
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5.  It  must  be  made  payable  on  demand,  or  at  a  fixed  or  determinable 
future  time.  An  instrument  expressed  to  be  payable  on  a  contingency  is 
not  a  bill,  and  the  happening  of  the  event  does  not  cure  the  defect  (sec. 
11(2)). 

6.  The  order  must  be  to  pay  or  perform  an  act  equivalent  to  paying, 
a  sum  certain  in  money.  The  order  may  be  to  pay  only  in  a  foreign 
currency. 

7.  The  payee  must  be  a  specified  person  or  bearer.  A  bill  may  be 
made  payable  to  two  or  more  payees  jointly,  or  it  may  be  made  payable  in 
the  alternative  to  one  of  two,  or  one  or  some  of  several  payees.  A  bill 
may  also  be  made  payable  to  the  holder  of  an  office  for  the  time  being 
(sec.  7). 

8.  The  drawee  must  be  named  or  otherwise  indicated  with  reasonable 
certainty.  A  bill  may  be  addressed  to  two  or  more  drawees,  whether  they 
are  partners  or  not,  but  an  order  addressed  to  two  drawees  in  the  alterna- 
tive, or  two  or  more  drawees  in  succession,  is  not  a  Bill  of  Exchange 
(sec.  6). 

9.  It  must  be  duly  stamped. 

As  to  the  right  of  the  person  in  possession  of  a  bill  to  rectify  any 
omission,  see  sec.  20. 

Reference  in  case  of  need  (Act,  sec.  15). — The  drawer  of  a  bill,  and  any 
endorser,  may  insert  therein  the  name  of  a  person  to  whom  the  holder  may 
resort  in  case  of  need — that  is  to  say,  in  case  the  bill  is  dishonoured  by  non- 
acceptance  (sec.  43),  or  non-payment  (sec.  47).  It  is  in  the  option  of  the 
holder  to  resort  to  the  referee  in  case  of  need,  or  not,  as  he  may  think  fit. 

Stamp  Duty 

Bills  of  Exchange  (except  promissory  notes),  drawn  or  paid  or  negotiated 
in  the  United  Kingdom,  and  payable  on  demand,  at  sight,  or  on  presenta- 
tion, or  within  three  days  after  date  or  sight,  or  in  which  no  time  for  pay- 
ment is  expressed,  Id. 

Bills  payable  at  a  currency,  and  promissory  notes,  whether  drawn 
payable  on  demand  or  at  a  currency  : — 

Not  exceeding  £5  .  .  . 

Exceeding  £5  and  not  exceeding  £1 0  . 

10         „  „  25  . 

25         „  „  50  . 

50         „  „  75  . 

75         „  „  100  . 

And  for  every  additional   £100  or   fractional 

part  of  £100  .  .  .  .010 

With  the  exception  of  bills  payable  on  demand,  inland  bills  of  all 
kinds  must  be  drawn  upon  paper  impressed  with  the  appropriate  stamp 
duty,  and  cannot  be  stamped  after  execution.  Bills  payable  on  demand 
may  be  stamped  either  with  an  impressed  or  adhesive  stamp. 

The  ad  valorem  duties  payable  on  bills  of  exchange  and  promissory 
notes,  drawn  or  made,  or  purporting  to  be  drawn  or  made,  out  of,  but 
negotiated  in  the  United  Kingdom,  are  denoted  by  adhesive  stamps. 
Such  stamp  must  be  put  on  the  bill  or  note,  and  cancelled  before  it  is 
presented  for  payment,  endorsed,  transferred,  or  in  any  manner  negotiated 
or  paid.  In  the  case  of  bills  drawn  in  a  set,  the  full  duty  is  paid  upon 
one,  and  the  others  of  the  set  go  free. 
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Form  1,  Inland  Bill— Common  Form 

Edinburgh,  1st  November,  19 
£50  stg. 

Three  months  after  date  [or,  on  demand],  pay  to  me  or  my  order  [or,  E.  F.  or 
his  order,  or  bearer]  the  sum  of  Fifty  pounds  sterling,  for  value  received. 

A.  B. 
To  C.  D.,  Merchant, 
Picardy  Place,  Edinburgh. 

Form  2,  Bill  Payable  by  Instalments 

Edinburgh,  1st  November,  19 
£50  stg. 

By  equal  instalments,  at  three,  six,  and  nine  months  after  date,  pay  to  me  or 
my  order  the  sum  of  Fifty  pounds  sterling,  for  value  received. 

A.  B. 
To  C.  D.,  Merchant, 
Picardy  Place,  Edinburgh. 

Form  3,  Bill  having  two  or  more  Drawees 

Edinburgh,  1st  November,  19 
£50  stg. 

Conjointly  and  severally,  three  months  after  date,  pay  to  me  or  my  order  the 
sum  of  Fifty  pounds  sterling,  for  value  received. 

A.  B. 
To  C.  T>.,  Merchant, 
Picardy  Place,  Edinburgh, 

and 
E.  F.,  Commission  Agent, 

Princes  Street,  Edinburgh. 

Form  4,  Variations  in  Payee 

Edinburgh,  1st  November,  19 
£50  stg. 

Three  months  after  date,  pay  [to  bearer ;  to  us  jointly  and  severally ;  to  us 
jointly ;  to  a  majority  and  quorum  of  us ;  to  the  holder  of  the  office  of  Secretary 
of  the  Royal  Infirmary  of  Edinburgh;  to  E.  F.,  whom  failing  G.  H.]  or  order, 
«fec.  (as  in  above  forms). 

{Signature  of  drawer  or  drawers.) 
To  C.  D.,  Merchant, 
Picardy  Place,  Edinburgh. 

Form  5,  Variations  in  Currency  of  Bills 

Edinburgh,  1st  June,  19 
£50  stg. 

Three  months  after  date  [or,  ten  days  after  date,  or  ten  months  after  date,  or 
after  sight,  or  on  presentation,  or  at  Christmas  next],  pay,  <kc.  {as  in  above  forms). 
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Form  6,  Variations  in  Place  of  Payment  of  Bills 

Edinburgh,  1st  November,  19 

£50  stg. 

Three  months  after  date  pay  to  me,  or  my  order,  within  the  head  office  of  the 
Bank  of  Scotland,  Edinburgh  [or,  within  my  counting-house  at  73  Picardy  Place, 
Edinburgh,  or  otherwise],  the  sum  of,  &c.  {as  in  above  forms). 

Form  7,  Referee  in  case  of  need 

This  may  be  given  after  the  signature  of  the  drawer  or  endorser  for  whose 
honour  it  is  intended.  "Incase  of  need  apply  to  J.  K.  for  C.  D. ;"  or  "In  case 
of  need  apply  to  ,  at  ." 


Form  8,  Bills  in  a  Set 

{For  Rules  as  to  these,  see  Act,  sec.  71.) 

{Place  and  Date.) 
.£50  stg. 

At  usance  [or,  at  two  (or  more)  usances]  pay  this,  my  First  of  Exchange 
(Second  and  Third  of  the  same  tenor  and  date,  not  paid),  to  L.  M.,  or  order, 
within  the  Bank,  the  sum  of  Fifty  pounds  sterling  at  the  current 

rate  of  exchange,  value  received  from  him,  and  place  the  same  to  account,  as  per 
advice  [or,  without  advice],  from 

A.  B. 
CD. 
(addi^ess). 

Form  9,  Foreign  Bills 

{For  definition  of  foreign  bill,  see  Act,  sec.  4.) 

(a) 

{Place  and  Date.) 
Exchange  for  £50  stg. 

One  month  [or,  at  usance,  or  double,  treble,  or  half  usance]  after  sight  [or, 
after  date]  of  this  First  of  Exchange  (Second  and  Third  unpaid)  pay  to  the  order  of 
L.  M.  Fifty  pounds  sterling  [when  expressed  in  foreign  money,  say,  at  the  rate  of 
exchange  current  at  maturity  for  demand  drafts  on  London ;  or,  at  the  rate  of 
exchange  on  London  current  at  maturity ;  or,  exchange  as  per  endorsement ;  or, 
at  the  drawing  rate  of  sixty  days'  sight,  on  London,  at  the  time  of  payment],  for 
value  received  [and  charge  the  same  to  account  of  Messrs.  G.  &  H.,  against  your 
letter  of  credit,  No.  2]. 

A.  B. 

To  Mr.  C.  D. 


By  usance  is  meant  the  customary  time  at  which  bills  are  made  pay- 
able in  a  particular  country.     See  Usance,  jpost 

The  Second  of  the  foregoing  bill  would  be  payable  "  (First  and  Third 
unpaid),"  and  so  on. 
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(6) 
Commonly  known  as  a  Document  Bill,  the  name  being  derived  from 
the  concluding  clause  which  refers  to  the  Bill  of  Lading  and  Marine  Insur- 
ance Policy  to  which  the  bill  is  attached. 

{Place  and  Date.) 
£50  stg. 

Sixty  days  after  sight,  pay  this  First  of  Exchange  (Second  and  Third  unpaid) 
to  our  order  the  sum  of  Fifty  pounds  sterling,  payable  at  the  Imperial  Bank  of 
India's  drawing  rate  for  demand  drafts  on  London,  with  interest  added  thereto  at 
6  per  cent,  per  annum  from  the  date  hereof  to  approximate  due  date  of  arrival 
of  the  remittance  in  London,  for  value  received  against  {give  marks  and  numbers 
of  consignment).     Shipping  Documents  to  be  surrendered  against  acceptance. 

A.  &B. 

To  C.  D.,  Bombay. 

The  clause  relative  to  the  rate  of  exchange  at  which  the  foregoing  bill 
is  payable  may  be  varied  to  "  Exchange  as  per  first  endorsement,"  in  which 
case  the  bill  is  marked  with  the  rate  at  which  it  is  first  negotiated,  and  it  is 
then  payable  at  that  rate. 

Form  10,  Acceptances 

Acceptance  may  be — (1.)  General;  (2.)  Qualified;  (3.)  For  Honour 
supra  protest.  The  acceptance  is  usually  written  either  beneath  the 
drawer's  signature  or  across  the  face  of  the  bill. 

(1.)    GBNBRAL   ACCBPTANCB 

CD. 

Accepted  or  accepts.         C.  D. 

Accepted  payable  at  the  Bank  of  Scotland,  George  Street,  Edinburgh. 

C.  D. 
21st  November,  19     .         C.  D. 
C.  D.  as  cautioner. 

(2.)    QUALIFIED   ACCEPTANCE 

Accepted  payable  at  the  Bank  of  Scotland,  George  Street,  Edinburgh, 
only.         C.  D. 

Accepted  for  Twenty  pounds  only  {where  bill  drawn  for  a  larger  sum). 
CD. 

Accepted  if  goods  conform  to  sample.         C.  D. 

Accepted  payable  six  months  after  date  {ivhere  bill  drawn  at  say  three  months 
after  date).         C.  D. 

Accepted  for  self  and  other  drawees.         C.  D. 

(3.)   ACCEPTANCE    FOR   HONOUR   SUPRA  PROTEST 

Accepted  for  the  honour  of  A.  B.  supra  protest.         C.  D. 
Accepted  S.  P.         C.  D. 

-Accepted  S.  P.  to  extent  only  of  £20  {where  bill  is  draion  for  larger  sum). 
CD. 
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Promissory  Notes 

Although  distinct  in  form,  promissory  notes  are  in  their  essentials 
bills  of  exchange. 

Definition.  The  statutory  definition  of  a  promissory  note  is  contained 
in  sec.  83  of  the  Bills  of  Exchange  Act,  1882. 

The  following  are  the  essentials  (see  essentials  of  Bills  of  Exchange, 
supra) : — 

(1.)  It  must  be  in  writing. 

(2.)  It  must  contain  an  unconditional  promise.  The  word  "  promise  " 
is  not  necessary,  nor  need  a  promise  be  actually  expressed  if  it  be 
unequivocally  implied. 

(3.)  It  must  be  made  by  one  person  to  another. 

(4.)  It  must  be  signed  by  the  maker. 

(5.)  It  must  engage  to  pay  a  sum  certain  in  money  on  demand  or  at  a 
fixed  or  determinable  future  time,  to  or  to  the  order  of  a  specified  person 
or  to  bearer. 

(6.)  It  must  be  delivered. 

(7.)  It  must  be  duly  stamped. 

Stamp  Duty 

Promissory  notes,  whether  payable  on  demand  or  at  a  determinable 
future  period,  must  be  stamped  with  the  same  ad  valorem  duty  as  bills 
drawn  at  a  currency,  for  which  see  supra. 

The  following  is  the  ordinary  form  of  a  promissory  note,  but  many 
documents  otherwise  expressed  have  been  held  to  be  promissory  notes  : — 

Form  1,  Form  of  Promissory  Note 

(Place  and  Date.) 
X50  stg. 

On  demand  [or,  three  months  after  date]  I  promise  to  pay  A.  B.  or  order 
[with  interest  at  6  per  cent,  per  annum  till  payment]  the  sum  of  Fifty  pounds 
sterling,  for  value  received.  C.  D. 

A  joint  note  by  two  or  more  parties  would  be  in  the  same  form  as  the 
foregoing,  substituting  "  we  jointly  and  severally "  for  "  I " ;  and  all  the 
makers  would  sign. 

Form  2,  Promissory  Note  with  Pledge  of  Collateral  Security 

{See  Act,  sec.  83  (3);  Blyth  v.  Forbes,  1879,  6  R.  1103.) 

{Place  and  Date.) 
£50  stg. 

On  demand  [or  otherwise  as  the  case  may  be)  I  promise  to  pay  A.  B.  or  order 
[with  interest  at  5  per  cent,  per  annum  till  payment]  the  sum  of  Fifty  pounds 
sterling,  value  received ;  and  in  security  of  the  due  payment  hereof  I  hereby 
pledge  with  the  said  A.  B.,  as  collateral  security,  the  following  bearer  honds  {or 
otherwise  as  the  case  may  be),  namely  {here  describe  securities),  with  power  to  him 
to  sell  or  realise  the  said  securities  or  any  of  them  in  such  manner  as  he  may  think 
proper  after  the  date  of  maturity  hereof,  and  to  apply  the  proceeds  in  or  towards 
payment  of  the  sums  due  hereunder.  C.  D. 
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Documents  which  have  been  held  to  be  Promissory  Notes 

"I  acknowledge  to  have  this  day  received  from  you  eighty  pounds, 
which  I  shall  pay  when  required." 

"  I  hereby  acknowledge  that  I  have  this  day  received  from  you  £20, 
which  I  shall  repay  you  when  demanded." 

"  I  acknowledge  to  be  due  you  the  sum  of  £10,  which  sum  I  promise  to 
pay  any  time  when  required." 

"  Received  from  A.  B.  the  sum  of  £80,  payable  on  demand." 

"  x\t  fourteen  days  after  date  I  accept  to  pay  A.  B,  or  order  the  sum  of 
£50  sterling." 


Documents  which  have  been  decided  not  to  be 
Promissory  Notes 

"  I  hereby  acknowledge  that  I  have  this  day  received  from  you  £20 
sterling,  for  which  I  shall  account." 

"  Received  from  A.  B.  the  sum  of  £50  on  loan  at  the  rate  of  5  per  cent." 

"  In  consideration  of  your  advancing  to  M.  and  H.  £250  on  their  joint 
and  several  notes,  I  undertake  to  pay  £250  on  demand,  should  their  note 
not  be  met  at  maturity." 

For  further  examples  see  Wallace  and  M'Neil's  "  Banking  Law,"  and 
Lamberton  v.  Aiken,  1899,  2  F.  189. 


Negotiation,  &c.,  of  Promissory  Notes 

The  rules  applicable  to  bills  apply  with  the  necessary  modifications  to 
promissory  notes.  The  first  endorser  of  a  note  is  deemed  to  correspond 
with  the  drawer  of  an  accepted  bill  payable  to  drawer's  order. 

Though  in  general  not  necessary  in  order  to  charge  the  maker  (who  is 
always,  without  notice,  liable  in  terms  of  his  obligation  for  his  signature), 
presentment  must  be  duly  made  to  the  maker  in  order  to  render  an 
endorser  liable. 


Endorsement  of  Bills  and  Promissory  Notes 

For  rules  as  to  endorsement  see  Bills  of  Exchange  Act,  sec.  31.  And 
for  styles  of  endorsement  see  Cheques,  post. 

Bills  payable  to  bearer  are  negotiated  by  mere  delivery  without 
endorsement. 

Endorsements  may  be — (1)  blank,  (2)  special,  (3)  restrictive,  (4)  con- 
ditional, (5)  limiting  or  negativing  liability,  or  (6)  per  aval 


1,  Blank  Endorsement 

This  specifies  no  endorsee,  and  a  bill  so  endorsed  becomes  payable  to 
bearer. 

A.  B. 

Pay  bearer.         A.  B. 

Pay  to  (leaving  blank)  or  bearer.         A.  B. 
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2,  Special  Endorsement 

This  specifies  the  person  to  whom  or  whose  order  the  bill  is  to  be 
payable. 

Pay  to  C.  D.         A.  B. 

Pay  to  C.  D.  or  order.         A,  B. 

Pay  to  C.  D.'s  order.         A.  B. 

Pay  C.  D.  or  order  at  the  exchange  of  25*20  francs  per  £  sterling. 

(/S'ee  note  to  Form  9  (6)  supra.) 


3,  Restrictive  Endorsement 

This  restricts  the  authority  of  subsequent  holders  to  deal  with  the 
bill.  When  a  restrictive  endorsement  authorises  further  transfer,  all 
subsequent  endorsees  take  the  bill  with  the  same  rights  and  subject 
to  the  same  liabilities  as  the  first  endorsee  under  the  restrictive 
endorsement. 

Pay  C.  D.  only.         A.  B. 
Pay  C.  D.  for  account  of  X.         A.  B. 
Pay  0.  D.  or  order  for  collection.         A.  B. 
Pay  0.  D.  for  my  use.         A.  B. 


4,  Conditional  Endorsement 

The  condition  in  such  an  endorsement  may  be  disregarded  by  the  payer, 
and  payment  to  the  endorsee  is  valid  whether  the  condition  has  been 
fulfilled  or  not  (sec.  83). 

Pay  to  C.  D.  in  exchange  for  bills  of  lading  of  cargo  of  wheat,  ex  Furnessia. 

A.  B. 

5,  Endorsements  limiting  or  negativing  Liability 

Such  endorsements  are  valid  under  sec.  16  of  the  Act. 

Pay  to  C.  D.  or  order  to  extent  only  of  £10.         A.  B. 
Pay  to  C.  D.  or  order  without  recourse.         A.  B. 


6,  Endorsements  per  aval 

An  endorser  per  aval  is  one  who,  although  having  no  direct  interest  in 
a  bill,  signs  it.  His  position  is  very  similar  to  that  of  a  guarantor  to  sub- 
sequent endorsers  (Act,  sec.  56). 

A.  B. 

A.  B.  as  cautioner. 
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Notice  of  Dishonour  for  Non-Acceptance  or  Non-Payment 
Form  1,  Notice  of  Dishonour  to  Drawer 

{Place  and  Date.) 
To  A.  B.  (address). 

Take  notice  that  a  bill  for  £  ,  drawn   by  you   under   date   the 

,  on  ,  and  payable  at  ,  has  been 

dishonoured  by  non-payment  [or  non-acceptance],  and  that  you  are  held  responsible 
therefor.  Cr.  H. 

{In  the  case  of  a  foreign  hill,  add  "  and  protested,"  if  it  has  been  noted  or 
protested.) 

Form  2,  Notice  of  Dishonour  to  Endorser 

{Place  and  Late.) 

To  E.  F.  {address). 

Take  notice  that  a  bill  for  £  ,  drawn  by  ,  under  date 

the  ,  on  ,  and  payable  at  ,  and  which 

bears  your  endorsement,  has  been  dishonoured  by  non-payment  [or  non-acceptance], 
and  that  you  are  held  responsible  therefor.  G.  H. 

{See  note  to  preceding  form.) 

Form  3,  Notice  of  Dishonour  to  Drawer  of  Partial  Acceptance 

{Place  and  Date.) 


To  A.  B. 

Take  notice  that  a  bill  for  £  ,  drawn  by  you  under  date  the 

,  on  ,  has  been  accepted  by  him  for  <£  only,  and 

that  you  are  held  responsible  for  the  balance  and  expenses.  G.  H. 

Noting  Bill 
The  following  is  the  usual  memorandum  of  noting  put  upon  bills  : — 

14/3/1905.     Pnp.  {i.e.,  protest  for  non-payment).     R.  S.,  N.P. 
14/3/1905,     Pnac.  {protest  for  non-acceptance).     R  S.,  N.P. 

Protests 

Requisites  of  Protest. — A  protest  (1)  must  contain  a  copy  of  the  bill ; 
(2)  must  be  signed  by  the  notary  making  it;  and  (3)  must  specify — {a)  the 
person  at  whose  request  the  bill  is  protested ;  (h)  the  place  and  date  of 
protest ;  (c)  the  cause  or  reason  for  protesting  the  bill ;  {d)  the  demand 
made ;  and  {e)  the  answer  given,  if  any,  or  the  fact  that  the  drawee  or 
acceptor  could  not  be  found  (sec.  51  (7)). 

Although  the  protest  must,  wherever  possible,  be  made  by  a  notary,  it 
is  not  necessary  that  he  should  be  present  when  the  bill  is  presented,  and 
he  is  warranted  in  making  the  protest  upon  the  report  of  his  clerk  or  other 
trustworthy  person. 

The  protest  may  be  issued  in  duplicate  or  triplicate,  but  all  must  be 
duly  stamped. 

Where  a  bill  is  lost  or  destroyed,  or  is  wrongfully  detained  from  the 


1 
I 
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person  entitled  to  hold  it,  protest  may  be  made  on  a  copy  or  written 
particulars  thereof. 

Stamp  Duty 

Where  the  duty  on  the  bill  or  note  does  not  exceed  one  shilling,  the 
duty  on  the  protest  is  the  same  as  on  the  bill.  In  any  other  case  the 
duty  is  one  shilling. 

Form  1,  Protest  for  Non-Payment 

{Here  copy  the  hill  or  note  and  endorsements. ) 

At  Edinburgh,  the  day  of  19         ,  at  the  request 

of  G.  H.  {designation)  the  holder  of  the  principal  bill  above  copied,  I,  R.  S., 
notary  public,  did  at  ,  the  place  of  payment  specified  in  the  said 

bill,  demand  payment  of  the  said  bill  from  ,  to  which  demand  he 

made  answer  that  {state  answer). 

Wherefore  I,  at  request  foresaid,  did  at  said  place  and  on  said  date  duly 
protest  the  said  bill  against  the  drawer  and  also  against  all  others  whom  it  may 
concern,  jointly  and  severally,  for  non-payment  of  the  contents  and  for  [exchange, 
re-exchange],  interest,  damages,  and  expenses  as  accords,  in  presence  of  J.  W. 
and  W.  Y.,  both  clerks  resident  in  Edinburgh,  witnesses  specially  called  to 
the  premises. 

Sine  metu, 
E.  S.,  N.P. 
Form  2,  Protest  for  Non-Acceptance 

{Copy  of  hill  and  endorsements.) 

At  Glasgow,  the  day  of  19         ,  at  the  request  of 

A.  B.   {designation),  the  drawer    of  the  principal  bill  above  copied,  I,  E.   S., 
notary  public,  did   at  ,  the  place  of  business  of  the  said  drawees 

of  the  said  bill,  demand  acceptance  of  the  said  bill,  to  which  demand  a  clerk  on 
behalf  of  the  said  drawee  made  answer  that  {state  answer). 

Wherefore  I,  at  request  foresaid,  did  at  said  place  and  on  said  date  duly 
protest  the  said  bill  against  the  said  drawees  for  non-acceptance,  as  accords,  in 
presence  of  J.  W.  and  W.  Y.,  both  clerks  resident  in  Glasgow,  witnesses 
specially  called  to  the  premises. 

Sine  metu, 
E.  S.,  N.P. 
Form  3,  Variations 

(1.)    PLACE    OF    PRESENTMENT 

At  ,  the  address  of  the  drawee  \or  acceptor]  of  the  said  bill. 

At  ,  the  place  of  business  of  the  drawee  \or  acceptor]  of  the 

said  bill. 

At  ,  the  ordinary  residence  of  the  drawee  \or  acceptor]  of  the 

said  bill,  because  his  place  of  business  was  not  known  \or  because  he  has  no 
place  of  business]. 

At  ,  the  place  where  the  drawee  [or  acceptor]  of  the  said  bill 

was  found. 

At  ,   the  last  known  place  of  business  [or  residence]   of  the 

drawee  [or  acceptor]  of  the  said  bill. 
12 
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Where  the  protest  is  of  a  promissory  note,  instead  of  "  drawee  [or 
acceptor]  of  the  said  bill,"  is  substituted  "  maker  of  the  said  promissory 
note." 

(2.)   REPLY    TO   DEMAND 

To  which  demand  he  made  answer. 

To  which  demand  "W.  F.,  a  partner  of  the  said  firm  of  W.  &  E.  F.,  made 
answer. 

To  which  demand  a  clerk  [or  servant]  made  answer. 

Where  no  one  can  be  found  at  the  place  of  presentment,  the  protest  will 
proceed  after  "/,  B.  S.,  notary  public"  as  follows,  "did  proceed  to  the  place 
of  payment  specified  in  the  said  bill,  but  after  the  exercise  of  reasonable 
diligence  could  there  find  no  person  authorised  to  pay  or  refuse  payment  of  the 
said  bill,  and  payment  thereof  could  not  be  obtained  by  me.  Whereupon,  &c." 
(as  in  No.  1). 

Allonge 

An  allonge  is  a  slip  of  paper  attached  to  a  Bill  of  Exchange  to  receive 
additional  endorsements  when  the  back  of  the  bill  itself  is  full.  It  is 
most  commonly  of  about  the  size  of  the  bill  itself,  and  is  attached  by  being 
gummed  to  the  left-hand  side  of  the  bill.  It  contains  on  its  face  an 
abstract  or  summary  of  the  contents  of  the  bill  to  ensure  that  it  would 
not  be  detached  and  put  on  another  bill.  As  further  security  against 
such  a  fraud,  the  first  endorsement  should  be  written  partly  on  the 
allonge  and  partly  on  the  bill. 

Form  of  Allonge 

Allonge  to  the  attached  First  of  Exchange  {or  as  the  case  may  be)  for  {Amt. 
of  Bill),  due  on  {due  date  of  Bill),  drawn  on  {drawee^s  name  and  address),  dated 
{date  of  Bill),  to  the  order  of  {payee^s  name). 

See  also  Banking,  Cheques,  Usance. 

Bills  of  Lading^.     See  Shipping  Forms. 

BOOKS— Bindings,  Sizes,  and  Type 

Bindings 

Small  subsidiary  books  of  account  are  sometimes  bound  with  cloth  sides 
and  a  strip  of  leather  along  the  back  for  strengthening,  that  is,  "  quarter 
bound,  cloth  sides." 

Larger  books  of  account  with  cloth  sides,  and  leather-bound  corners  in 
addition  to  a  leather  backing,  are  "half  calf  (or  half-rough  sheep,  &c., 
according  to  the  kind  of  leather),  cloth  sides." 

Still  larger  books  are  completely  leather-covered,  and  the  size  of  such 
account  books  commonly  necessitates  extra  bands  of  leather  for  additional 
strength,  thus,  "  full  rough  calf  (or  full  russia,  according  to  kind  of  leather) 
and  single  russia  (or  double  russia)  bands  "  (according  as  the  bands  only 
strengthen  the  hinge  of  the  book  or  extend  across  its  full  breadth  to 
protect  the  upper  and  lower  edges  of  the  cover).  Heavy  ledgers  are 
frequently  additionally  strengthened  by  having  brass  or  vellum  outer 
corners. 
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Sizes 

The  following  are  the  approximate  sizes  in  inches  of  the  ordinary 
account  books : — 


Large  post  4to    .... 

Foolscap  sheet  and  third  long  4to 

Foolscap  sheet  and  half  long  4to 

Foolscap  folio 

Foolscap  long  folio 

Demy  folio 

Medium  folio 

Royal  folio 

Super  royal  folio 

Imperial  folio 


10   X 

12|x 

12f  X 

12Jx 

15ix 

14ix 

16^x10^ 

181x11  J 

ISJxlSi 

21    xl4| 


8 

5i 

5i 

8 

6 

9i 


The  breadth  is  measured  from  the  hinge  of  the  board  to  the  outside  edge. 


Type 

Styles — 

ANTIQUE  CAPITALS. 

CONDENSED  ANTIQUE  CAPITALS. 

DE  VINNE  CAPITALS. 

GRECIAN  CAPITALS. 
GROTESQUE  CAPITALS. 

IONIC  CAPITALS. 
ITALIC  CAPITALS. 

LATIN  CAPITALS. 

WINDSOR  CAPITALS. 

ROMAN   CAPITALS. 

ROMAN   SMALL   CAPITALS. 

Sizes — 


Antique  lower  case. 
Condensed  Antique  lower  case. 
De  Vinne  italic. 

Qeuiiau   octtpt. 

Grotesque  lower  case. 

Ionic  lower  case. 

Italic  lower  case. 

Latin     Extended    lower 
ease. 

Windsor  lower  case. 

Roman  lower  case. 

©ID  macu  %tntv. 


Two-line  Small  Pica.  ForiTis  and  Precedeiits 


Great  Primer    . 


English 


Pica  . 
Small  Pica 
Long  Primer 
Bourgeois  . 
Brevier 
Minion 


for  Accountants. 

Forms      and      Precedents     for 
Accountants. 

Forms  and  Precedents  for  Account- 
ants. 
Forms  and  Precedents  for  Accountants. 
Forms  and  Precedents  for  Accountants. 
Forms  and  Precedents  for  Accountants. 
Forms  and  Precedents  for  Accountants. 
Forms  and  Precedents  for  Accountants. 
Forms  and  Precedents  for  Accountants. 
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Bought  and  Sold  Notes.     See  Contract  Notes. 

Branch  Accounting— 

FORM  OF  INVOICE  BOOK 

/or  use  by  a  Branch  which  receives  a  large  amount  of  its  Stock  through  the  Head 
Office  (or  central  business) 


£    s.     d.       £    s.     d.       £    s.     d. 


A  special  feature  of  this  form  is  the  provision  of  three  cash  columns ; 
of  these  the  first  is  for  the  details  of  the  invoice,  the  second  for  the  total 
of  the  purchase  if  it  be  from  an  outside  firm,  and  the  third  for  the  total 
of  the  purchase  if  it  be  really  only  a  transfer  of  stock  from  the  head 
office.  In  this  way  each  parcel  of  goods  received  by  the  branch  from  the 
head  office  need  not  be  separately  posted,  the  monthly  total  of  this  column 
merely  being  credited  to  the  head  office  account ;  and  the  aggregate  of 
the  second  and  third  columns,  which  represents  the  total  goods  received 
throughout  the  period,  would  be  carried  to  the  Dr.  of  the  goods  account  in 
the  branch  books. 

A  branch  would  also  require  to  keep  a  returns  book  or  a  day  book 
on  similar  principles  if  it  ever  had  occasion  to  transfer  goods  to  the  head 
office. 

The  counterparts  of  these  books  would  require  to  be  kept  in  the  head 
office.  Thus,  all  the  goods  which  the  head  office  sent  to  the  branch  would 
necessarily  be  entered  in  a  day  book,  but  as  these  transfers  of  goods  would 
be  at  cost  price,  it  is  essential  that  the  entries  be  kept  quite  distinct  from 
the  sales  to  customers.  By  the  provision  of  an  extra  column,  as  shown 
above,  the  necessary  means  would  be  given  of  entering  up  the  goods  sent 
to  the  branch  in  total  for  a  month  or  other  convenient  period.  The  total 
of  the  ordinary  sales  column  should  not  be  added  to  the  total  of  the  branch 
goods  column  in  such  day  book,  but  should  be  separately  posted  to  the  Gr 
of  tbe  goods  account. 

When  the  ledger  accounts  of  the  branch  customers  are  kept  at  the 
branch  itself,  there  are  no  special  features  except  the  treatment  of  the 
transfer  of  goods  above  referred  to,  and  the  method  of  closing  the  books  at 
the  end  of  the  financial  year.  But  where  the  customers'  ledger  accounts 
are  kept  at  the  head  office,  it  is  necessary  that  the  branch  advise  the 
head  office  of  all  its  transactions  with  the  customers.  The  sales  are  first 
recorded  in  the  day  book,  and  a  safe  plan  is  for  the  branch  to  utilise  two 
day  books  to  be  used  on  alternate  days  or  weeks,  according  to  the 
proximity  of  the  branch  and  head  office  businesses,  so  that  one  can  be  in 
use  while  the  other  is  being  posted  up  by  the  head  office  staff.  The 
advice  of  cash  received  at  the  branch  for  customers'  accounts  would  be 
made  weekly,  along  with  the  cash  summary,  which  would  be  in  the  form 
somewhat  like  the  following,  but  varying  according  to  circumstances : — 
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Weekly  Cash  Summary 

Form  of  Weekly  Cash  Summary  of  the  X.  Branch  for  the  week  ending 

19       . 

{Being  the  form  of  advice  from  the  Branch  to  the  Head  Office  of  the  transactions 
affecting  hooks  kept  at  the  Head  Office.) 
Receipts  Payments 


Fol. 

Fol. 

Cash  Sales  :— 
Monday 
Tuesday 
Wednesday   . 
Thursday       . 
Friday. 
Saturday 

Total  for  week     . 

Customers'   Accounts,    as 
below    .... 
Other  Receipts,  viz.  : — 

Receipts  for  week     . 

Balance  on  hand,  per  last 
Statement     . 

£      a.     d. 

Wages       .... 
Charges    .... 
Carriages .... 
Remittances  to  Head  Office 

[or  Payments  into  Bank]. 

{Dates  and  Amounts) 

Balance  on  hand,  carried 
to  next  Statement 

£      8.       d. 

J 
o 

-^3 

o 

Cu 

3T0MERS'   Ac 

COUNTS  Collected 

Name. 

Fol. 

Discount. 

Cash. 

Name. 

Fol.,  Discount. 

Cash. 

Name. 

Fol. 

Discount. 

Cash. 

Forward 

£     s.    d. 

£     ,.    d. 

Forward 

1 

i 
1 

1 

^  Forward 

'£ 

.    s.   d. 

£     8.    d. 

Forward 

Total 
Discount 

£     8.    d. 

£     s.    d. 

1 

Net  Cash,  c 
Summar; 

arrie 

7     . 

dto 

The  next  feature  special  to  branch  accounting  is  the  incorporation  of 
the  Branch  Trial  Balance  in  the  head  office  books  and  the  preparation  of 
the  accounts  for  the  financial  year.  For  the  principle  of  conversion  from 
the  foreign  currency  (if  the  branch  be  abroad),  see  the  "  Encyclopaedia  of 
Accounting,"  Vol.  III.  p.  88.    The  following  form  of  Joint  Trial  Balance  of 
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It  will  be  observed  that  the  balance  due  by  the  Indian  branch  to  the 
head  office  is  cancelled  in  the  total  columns  of  the  foregoing  Joint  Trial 
Balance,  because,  obviously,  so  far  as  the  business  as  a  whole  is  con- 
cerned, there  is  neither  liability  nor  asset,  in  respect  of  such  balance, 
and  the  two  trial-balance  entries  cancel  one  another.  The  separate  bank 
balances,  one  a  balance  in  bank  and  the  other  an  overdraft,  are  both 
shown;  they  should  not  be  put  one  against  the  other,  as  the  one  is  an 
asset  and  the  other  a  liability,  and  they  coexist  as  separate  balances.  The 
loss  on  exchange  is  the  amount  of  the  difference  between  the  debits  and 
credits  in  the  Branch  Trial  Balance  when  the  conversion  from  rupees  to 
sterling  is  made. 


Brewers'  Costing 

I.  Cost  of  Production 

The  figures  given  below  are  imaginary,  but  typical.  Prices  of  barley, 
hops,  and  other  brewing  materials  vary,  of  course,  with  the  market.  The 
following  notes  are  necessary  to  explain  the  figures : — 

The  price  of  barley  is  given  instead  of  the  price  of  malt.  For  this 
method  of  procedure  two  pleas  may  be  advanced : — Firstly,  the  price  of 
barley  is  easily  obtained  from  a  summary  of  the  purchase  book  ;  secondly, 
the  various  sums  that  go  to  form  the  cost  of  malting  (wages,  fuel,  propor- 
tion of  rent,  &c.)  can  best  be  distributed  by  means  of  the  general  charges 
for  expense  per  barrel  produced.  When  the  ledger  is  scrutinised  for 
general  outlays,  as  in  the  model  of  account  (infra),  no  charge  can 
escape ;  but  it  is  sometimes  difficult  to  say  what  is  a  charge — or  propor- 
tion of  charge — for  malting ;  the  search  is  always  troublesome,  and  may  be 
uncertain  in  its  results.  It  is  true,  the  head  brewer  instructs  his  malt- 
man  to  bring  forward  a  certain  quantity  of  Tnalt  for  each  day's  brewing, 
but  for  counting-house  purposes  this  quantity  of  malt  can  be  easily 
translated  into  terms  of  barley — that  is  to  say,  the  brewer  can,  by  a  simple 
calculation,  tell  how  many  quarters  of  weighed  barley  went  to  make  the 
quantity  of  measured  malt  which  he  used  in  a  particular  brewing.  (The 
reader  is  referred  to  the  article,  "  Brewers'  Accounts,"  in  Vol.  I.  of  the 
"Encyclopaedia  of  Accounting.") 

In  charging  duty  the  Excise  authorities  adopt  the  following  method : — 
They  take  distilled  water  as  representing  1"000  ;  they  then  take  the 
standard  gravity  of  ale  as  1"055,  on  which  the  duty  of  7s.  9d.  per  barrel 
is  chargeable;  if,  then,  they  find  an  ale  of  the  gravity  of  1042,  for 
instance,  they  reckon  only  the  solid  parts — that  is,  in  each  case  the  differ- 
ence between  1*000  and  the  gravities  in  question — and  discard  the  other 
figures  as  being  superfluous  and  therefore  useless,  and  they  state  the 
calculation  thus : — 

55  :  42  : :  128  (Barrels  in  Tuns)  :  97^1  (Dutiable  Barrels). 

Or  alternatively : — 

55  :  42  : :  7s.  9d.  (Duty  per  Barrel)  :  5s.  lid.  (Duty  per  Barrel). 

It  may  quite  well  happen  that  the  number  of  barrels  produced 
(in  England  "racked,"  in  Scotland  "cleansed")  is  greater  than  the 
number  of  barrels  "in  tuns"  on  which  duty  is  charged.  A  margin  is 
allowed  by  the  Excise,  which  is  not  always  reached. 
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II.   General  Expenses 

In  scrutinising  cask  account  it  is  necessary  to  determine  the  loss 
accruing  to  the  business  in  the  course  of  the  year  by  casks  going  astray, 
or  being  broken  down,  or  sold  to  chemical  manufacturers  and  others  at 
nominal  prices.  On  the  other  hand,  if  worthless  casks  are  regularly  broken 
down  or  sold  (a  note  of  such  being  kept  in  the  head  cooper's  book),  and 
if  sufficient  material  is  given  to  the  cooper  for  upkeep  of  the  stock,  there 
is  no  need  to  write  anything  off  for  depy^eciation. 

As  gratuities  and  subscriptions  will  generally  be  found  to  apply  to 
nearly  every  part  of  the  business.,  the  charge  may  be  reckoned  a  general 
charge.  Besides,  they  are  apt  to  be  overlooked  in  making  up  the  cost  of 
sending  goods  to  a  particular  locality. 

The  charge  for  carting  supplies  only  (coal,  grain,  &c.)  must  be 
included  in  this  list.  Charges  for  carting  out  goods  to  the  town  in 
which  the  brewery  is  situated — or  its  vicinity — must  be  treated  as 
freights. 

Illustrations  of  Estimate  of  Cost  of  Production 

Form  for  Pale  Ale 

18  Quarters  Barley @  23/8  £21     6  0 

4         „        Other  Cereals @  20/6  4     2  0 

6  Cwts.  Saccharine  Matter 4  13  6 

155  Lbs.  Hops @     1/6  11  12  6 

33     „     Dry  Hops @     1/9  2  17  9 

Duty  on  128  Barrels  of  a  gravity  of  42  =  97 J  Barrels 

of  a  gravity  of  55 @     7/9  37  15  8 

Expenses  on  130  Brls @     7/3  47     2  6 

£129     9  11 


Form  for  Combination  of  Two  Qualities  of  Pale  Ale 
(called,  say,  A  and  B) 
18  Quarters  Barley 
4         „        Other  Cereals  . 
6  Cwts.  Saccharine  Matter 
155  Lbs.  Hops 
33     „     Dry  Hops       . 

Duty  on  59  Brls.  Gr.  48'«'  =  51J  Brls.  Gr.  55 
Duty  on  68 J  Brls.  Gr.  38  '^  =  47  Brls.  Gr.  55 
Expenses  on  128  Brls     .... 


Barrels  produced 


A  60 
B68 

128 


@  23/8 

£21     6 

0 

@  20/6 

4     2 

0 

4  13 

6 

@    1/6 

11  12 

6 

@    1/9 

2  17 

9 

@    7/9 

19  19 

1 

@     7/9 

18     4 

3 

@    7/3 

46     8 

0 

<«'£129     3     1 


X  48 '«>  =  2880x  £129 ''='  =  371,520 -=-5464  =  £68  (22/8  p.  Brl. 
x38<w  =  2584x     129     =  333,336 -r- 5464  =    61  (18/ p.  Brl.). 


128 


5464 


£129 
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Form  for  Combination  of  Three  Qualities  of  Mild  Ale 
(called,  say,  C,  D,  and  E) 

13J  Quarters  Barley @  23/8  £15  13 

3           „       Other  Cereals @  20/6  3  1 

6  Cwts.  Saccharine  Matter 4  13 

96  Lbs.  Hops @     1/6  7  4 

Duty  on  14  Brls.  Gr.  71  =  18  Brls.  Gr.  55        .         .  @     7/9  6  19 

Duty  on  34f  Brls.  Gr.  62  =  39  Brls.  Gr.  55      .         .  @     7/9  15  2 

Duty  on  31  Brls.  Gr.  34  =  19  Brls.  Gr.  55        .         .  @     7/9  7  7 

Expenses  on  78  Brls @     7/3  28  5 


Barrels  produced 
(after  making 
allowance  for 
ullage,  &c.) 


rci3 

D34 
E31 

78 


£88     7     1 


C  13x71=  923  X 
D  34  X  62  =  2108  X 
E31x34  =  1054x 


=  81,53l4-4085  =  £19  19  3 
=  86,207-^-4085=  45  11  10 
=  93, 103 -r  4085=    22  16     0 


78 


4085 


£88     7     1 


(say  30/9  p.  Brl.). 
(say  26/6  p.  Brl.). 
(say  14/10  p.  Brl.). 


Suggested  Form  for  Calculation  of  General  Expenses 

Debits — 

Casks — being  material  used  for  repairs  (see  wages)     . 

„         for  loss  by  sales,  &c.,  &c 

Charges  on  Trade 

Coal 

Gratuities 

Horses 

Malting  Expenses  (see  wages)  ...... 

Rent — less  any  Credit  Rents 

Show  Cards     .         .         .         .         .         .         . 

Salaries 

Subscriptions  ......... 

Taxes  and  Insurance         ....... 

Wages — including    Coopers'    and    Maltmen's    wages,    but 

excluding  Draymen's  ...... 

Brewing  requisites  (but  excluding  Sugar  which  is  charged 

elsewhere)         ........ 

Well  and  Water  Charges,  Directors'  and  Other  Fees  . 
Interest  on  Debentures     ....... 

„       General 


Carry  forward 


£1,610 

0 

0 

200 

0 

0 

2,100 

0 

0 

932 

0 

0 

100 

0 

0 

100 

0 

0 

290 

0 

0 

2,000 

0 

0 

80 

0 

0 

3,500 

0 

0 

100 

0 

0 

500 

0 

0 

4,000 

0 

0 

600 

0 

0 

1,000 

0 

0 

5,000 

0 

0 

500 

0 

0 

£22,612 

0 

0 
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Brought  forward  .  .  .         .    £22,612     0     0 
Credits — 

Barm  (or  Yeast) £300  0     0 

Draff 1500  0     0 

Fees  (Transfer  or  Other)    ....           20  0     0 

Interest 1000  0     0 


2,820     0     0 

£19,792     0     0 
Barrels  produced,— 54,598  =  7/3  p.  Brl. 

III.  Calculation  of  Profits 

In  arranging  prices  a  brewer  has  to  be  guided  largely  by  cost  of  trans- 
port. A  barrel  of  ale  weighs  about  4  cwt.,  and  this  weight  is  very  great  in 
proportion  to  value.  A  serious  difference,  or  a  rise  in  rates  of  carriage, 
means  a  raising  of  price ;  if  that  be  not  possible  on  account  of  local  com- 
petition, business  may  become  an  impossibility.  Transport  by  sea  may 
alone  make  it  feasible  to  sell  goods  in  a  certain  town  at  a  reasonable  profit. 
Thus,  for  instance,  Edinburgh  brewers  can  compete  for  trade  in  Newcastle- 
on-Tyne  with  local  brewers,  the  rate  being  only  10s.  per  ton ;  at  Morpeth, 
which  is  sixteen  miles  nearer  Edinburgh,  but  to  which  goods  must  be  sent 
by  railway  at  a  rate  of  15s.  lOd.,  the  profit  is  proportionately-  diminished. 

In  the  section  headed  "  Goods  sent  to  Town  "  (by  which  is  meant  the 
town  in  which  the  brewery  is  situated),  a  code  of  prices  is  given  for  the 
purpose  of  showing  the  various  possibilities  of  profit.  Even  at  42s.  per 
barrel,  and  with  a  discount  of  35  per  cent.,  a  profit  can  be  made  if  the  cost 
of  cartage  and  cellarage  can  be  reduced  to  Is.  per  ton.  Here,  as  every- 
where, costs  fall  as  the  volume  of  business  increases. 

In  the  section  "  Goods  sent  to  Country,"  the  effect  is  seen  of  an  increase 
in  cost  of  transport.  (Only  1  per  cent,  has  been  added  for  travellers' 
expenses,  making  the  total  5  per  cent.,  but  this  may  easily  extend  to  8  per 
cent,  or  10  per  cent.)  Should  the  goods  be  sent  to  a  place  with  a  rate  of 
80s.  per  ton,  the  profit  on  3  comes  dangerously  near  vanishing  point,  and 
the  loss  on  4  is  very  serious.  Even  in  2  a  profit  of  4s.  3d.  per  barrel  in 
such  a  precarious  trade  as  brewing  may  not  be  sufficiently  tempting. 
Sometimes,  it  is  true,  a  brewer  has  to  sell  one  class  of  goods  at  a  very  low 
profit,  or  even  at  a  loss,  in  order  to  exclude  a  rival,  and  for  the  purpose  of 
gaining  the  whole  trade  of  a  customer,  when  the  greater  part  of  this  is 
profitable. 

Illustrations — I.  Goods  sent  to  Town 

Estimates  on  130  Barrels  Pale  Ale 

1.  Dr.  Cost  of  Production  as  brought  out,  supra  .  £129     9  11 

Cartage  on  130  Brls. 


Cr.   130  Barrels 


Debts 

.  @    1/           6  10 

.  @  60/    £390     0 
.5%           19  10 

0 

—  £135  19  11 
0 
0 

£370  10 

0 

Carry  forward 

.       £370  10 

0£135  19  11 
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Brought  forward         .       £370  10     0  £135  19  11 


Discount      .        .         .         .         .  35  %         129  13     6 


£240  16     6 
Trav.  Salary,  Comm.,  &c.      .         .4%  9  12     8 


231     3  10 


Profit     .         .         .         .    £95     3  11 


2.  Dr.  Cost  of  Production  and  Cartage £135  19  11 

CV.   130  Barrels @  54/    £351     0     0 

Returns  and  Bad  Debts         .         -5%  17  11     0 


Discount 


Trav.  Salary,  Comm,,  &c. 


35% 

£333     9 
116  14 

0 
0 

4% 

£216  15 
8  13 

0 

7 

208     1     5 


Profit     .         .         ,         .    £72     1 


3.   Dr.  Cost  of  Production  and  Cartage  .         .         .         .         .         .  £135  19  11 

Cr.   130  Barrels         .         .  .         .  @  48/    £312     0     0 

Returns  and  Bad  Debts         .         .     5  %  15  12     0 


Discount 


Trav.  Salary,  Comm.,  <fec. 


55% 

£296     8 
103  12 

0 
0 

4% 

£192  16 
7  14 

0 
4 

185     1     8 


Profit     .         .         .         .    £49     1     9 


4.  Dr.  Cost  of  Production  and  Cartage £1351911 

Cr.   130  Barrels @  42/    £273     0     0 

Returns  and  Bad  Debts        .         .5%  13  13     0 


Discount 


Trav.  Salary,  Comm.,  &c. 


35% 

£259     7 
90  15 

0 
6 

4% 

£168  11 
6  14 

6 

6 

161  17     0 


Profit    ....    £25  17     1 
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II.  Goods  sent  to  Country 

Estimates  on  130  Barrels  Pale  Ale 

.  £129     9  11 


1.  Dr.  Cost  of  Production  as  brought  out,  supra 
Carriage  of  130   Brls.  @  20/  p. 


ton  =  4/  p.  Brl. 
Return  of  130  Empties  @  1/ 


Cr.    130  Barrels 

Returns  and  Bad  Debts 


Discount 


Trav.  Salary,  Comm.,  &c. 


£26     0     0 
6  10     0 


32  10     0 


@60/ 
5% 

£390     0 
19  10 

0 
0 

35% 

£370  10 
129  13 

0 
6 

5% 

£240  16 
12     0 

6 
10 

£161   19  11 


Profit 


228  15     8 


.    £66  15     9 


2.  Dr.  Cost  of  Production  and  Carriage 
Cr.    130  Barrels         .         .         .         , 
Returns  and  Bad  Debts 


Discount     . 

Trav.  Salary,  Comm.,  &c. 


.  £161  19  11 


.  @  54/     £351     0     0 
.     5%  17  11     0 


.  35% 

£333     9 
116  14 

0 
0 

.     5% 

£216  15 
10  16 

0 
9 

Profit 


205  18     3 


.    £43  18     4 


3.  Dr.  Cost  of  Production  and  Carriage 
Cr.   130  Barrels         .         .         .         , 
Returns  and  Bad  Debts 

Discount     .         .         .         . 

Trav.  Salary,  Comm.,  <fec. 


£161  19  11 


@48/    £312     0     0 
5%  15  12     0 


35% 

£296     8     0 
103  12     0 

5% 

£192  16     0 
9  12  10 

183     3     2 


Profit     . 


£21     3     3 
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4.  Dr.  Cost  of  Production  and  Carriage 

Cr.    130  Barrels @  42/ 

Returns  and  Bad  Debts        .         ,     5  % 


Discount     . 


Trav.  Salary,  Comm.,  &c. 


.35% 


5% 


Loss 

Mild  Ah.,  D.  Quality 

Br.  Cost  of  Production  as  brought  out,  su^ra     . 
Carriage  of  34  Brls.  @  20/  p.  ton 

=  4/ p.  BrI £6  16     0 

Return  of  34  Empties  @  1/         .  114     0 


£273  0 
13  13 

0 
0 

£161 
160 

19  11 

£259  7 
90  15 

0 
6 

£168  11 
8  8 

6 

7 

2  11 

10 

, 

£1 

17  0 

£45  11 

Cr.   34  Barrels  @  70/  =  105/  p.  Hhd. 
Returns  and  Bad  Debts 


Discount 


5% 


35% 


Trav.  Salary,  Comm.,  &c.     .         •     ^  % 


8  10     0 


£119  0 
5  19 

0 
0 

£113  1 
39  11 

0 
0 

£73  10 
3  13 

0 
6 

£54  1   10 


69  16     6 


Profit 


£15  14     8 


Mild  Ale,  E.  Quality 

Dr.  Cost  of  Production  as  brought  out,  supra 
Carriage  of  31  Brls.  @  20/  p.  ton 
Return  of  31  Empties  @  1/ 

Cr.  31  Barrels  @  42/ =  63/  p.  Hhd.    . 

Returns  and  Bad  Debts         .         •     ^  % 


Discount 


•35% 


Trav.  Salary,  Comm.,  &c.      .         .     5  V 


£22  16  0 
6  4  0 
1  11     0 


£65 

2 

0 

3 

5 

1 

£61 

16 

11 

21 

13 

0 

£40 

3 

11 

2 

0 

2 

£30  11     0 


38     3     9 


Profit 


£7  12     9 
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Building  Societies 

The  Society's  rules  should  provide  for  the  amending  of,  or  addition  to 
the  rules,  by  resolution  passed  at  a  special  meeting,  of  which  seven  days' 
notice  shall  be  given  to  each  member.  The  resolution  to  amend  may  be 
in  the  following  form  : — 


Form  1,  Resolution  amending  Society's  Rules 

That  the  Society's  rules  be  altered  by  the  following  clauses  being  inserted 
therein,  as  additions  to  the  existing  rules,  viz. : — {Take  in  proposed  ameyidments.) 

Or,  That  Rule  No.  XXXI.  be  amended  so  as  to  read  as  follows,  viz. : — {Set  out 
rule  as  after  amendment.) 

Or,  That  Rule  No.  XXXI.  be  rescinded,  and  that  there  be  substituted  therefor 
the  following,  viz. : — {Set  out  rule  to  be  substituted.) 

Or,  That  the  existing  rules  of  the  Society  be  rescinded,  and  that  there  be 
substituted  therefor  the  new  rules  circulated  among  the  members,  a  copy  of  which 
is  signed  by  the  Chairman  of  this  meeting  for  identification. 


Form  2,  Circular  calling  Meeting  to  amend  Rules 

Building  Society. 

Notice  is  hereby  given  that  a  Special  Meeting  of  the  Society  will  be  held 
within  {place  of  meeting),  on  the  21st  day  of  November  current,  at  two  o'clock 
afternoon,  to  consider  and,  if  approved,  to  pass  the  following  resolution  to  amend 
the  rules  of  the  Societj',  viz. : — 

{Take  in  Resolution  embodying  the  amendment  of  the  Rules.) 

C.  D.,  Secretary. 

The  Society's  rules  may  provide  that  any  resolution  affecting  the 
rules  must  be  carried  by  a  specified  majority,  or  that  any  such  resolution 
must  be  confirmed  at  a  subsequent  meeting.  In  the  latter  case,  the 
circular  given  above  should  read  :  "  To  consider  and,  if  approved,  to  pass 
the  following  resolution  to  amend  the  rules,  which  will  afterwards  be 
submitted  to  a  subsequent  special  meeting  to  be  duly  convened." 

The  forms  of  application  to  register  alteration  of  rules,  change  of 
registered  office,  and  change  of  name,  are  all  official  forms,  and  the  declara- 
tions required  to  be  made  by  the  official  making  the  application  to  register 
are  also  official  forms.  These  various  forms  can  be  procured  from  the 
registrars. 

It  is  not  usual  to  issue  share  certificates  to  the  members  of  Building 
Societies  in  respect  of  the  shares  held  by  them  in  the  Society,  the  only 
evidence  of  his  title  to  the  shares  being  the  pass-book  in  his  name  and  the 
fact  of  his  name  standing  on  the  Society's  Register  and  Ledger.  The 
pass-book  for  a  Society  of  the  common  type,  in  which  the  payments 
towards  shares  fall  due  fortnightly,  is  as  follows  : — 


I 
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Form  3,  Pass-Book  for  a  Society  on  the  Fortnightly-Payments 

Principle 


Date  of 

Meeting. 


19 


M  a 

Xi  > 


Subscriptions. 


£     &     rf. 


£    s.     d. 


Other  Dues. 


£     s.     d. 


Initials  of 
Official. 


The  dates  should  be  printed  into  the  pass-books.  The  subscriptions 
column  of  the  pass-book  should  be  added  up  regularly  and  carried  forward, 
and  should  agree  with  the  amount  at  the  member's  credit  in  the  Society's 
Ledger.  The  interest  column  need  only  be  summed  year  by  year  so  as  to 
show  that  the  annual  liability  in  respect  of  interest  on  mortgages  has  been 
extinguished. 

Form  4,  Transfer  of  Shares 

I,  ,    a    member   of    the  Building 

Society,  in  consideration  of  Fifty  pounds  sterling  instantly  paid  to  me  by  {name, 
designation,  and  address  of  transferee),  do  hereby  assign  and  transfer  to  the  said 
{transferee),  his  heirs,  executors,  and  assignees,  the  five  shares  in  the  said  Society 
standing  in  my  name,  subject  to  the  Kules  of  the  said  Society  and  to  all  the  con- 
ditions and  obligations  under  which  I  hold  the  same.  And  I,  the  said  {transferee), 
do  hereby  agree  to  take  and  hold  the  said  shares,  subject  to  the  Eules  of  the 
Society   and   to   the   said   conditions   and   obligations.  —  In   witness    whereof, 

This  form  of  transfer  is  usually  given  in  the  book  of  rules ;  no  stamp 
duty  is  payable  in  respect  thereof. 


Form  5,  Application  for  an  Advance 

1.  Name  and  address  of  applicant. 

2.  Description  of  the  property  offered  as  security. 

3.  Nature  and  amount  of  the  burdens  on  said  subjects. 

4.  Particulars  of  existing  insurances  covering  the  property. 

5.  Terms  of  lease,  if  the  subjects  are  let ;  or  if  in  the  applicant's  own  occupa- 
tion, the  assessed  rent. 


192  BUILDING   SOCIETIES 

6.  If  a  new  purchase,  state  price ;  or  state  price  and  when  purchased. 

7.  Amount  of  advance  now  applied  for. 

8.  Date  when  advance  required. 

9.  Whether  the  property  is  presently  mortgaged  for  any  advance. 

Signature  of  A'pplicant. 
Date. 

Note. — If  the  applicant  is  not  already  a  member  of  the  Society,  the 
survey  fees  must  be  deposited  with  this  application. 

Report  of  the  Survey  Committee  on  the  foregoing  Application. 

{Place  and  Date.) 

We  have  carefully  examined  the  property  to  which  this  application  refers,  and 
find  it  as  described  in  the  said  application  ',  and  we  are  of  opinion  that  the  sub- 
jects are  worth  sterling,  and  we  recommend  an  advance  of 
sterling. 

All  the  members  of  the  Survey  Committee  who  have  actually  inspected 
the  property,  and  who  concur  in  the  recommendation,  should  sign  this 
report. 


(Counterfoil) 
No. 
Date 

Depositor's  name 
and  address 
£ 
Term 
Interest 


{Initic 

Mangr. 
Treas. 


Form  6,  Deposit  Receipt 

No.  Building  Society. 

(incorporated  under  the  Building  Societies 
Acts,  1874  and  1894). 

<£  {Place  and  Date.) 

Received  from  {name  and  address  of  depositor)  the  sum  of 
sterling  which  is  placed  to  his  [or,  her 
or  their]  credit  on  deposit  with  the  Building 

Society  for  two  years  [or,  at  one  month's  notice]  at 
per   cent,   per   annum,  interest  payable  [half-yearly  at  the 
usual  terms]. 

Manager. 

Treasurer. 


On  the  back  of  the  deposit  receipt  there  should  be  printed  or  written 
sees.  XIV.  and  XV.  of  the  Building  Societies  Act,  1874,  which  are  in  the 
following  terms : — 


Building  Societies  Act  of  1874,  Ss.  XIV.  and  XV. 

XIV.  The  liability  of  any  member  of  any  Society  under  this  Act,  in 
respect  of  any  share  upon  which  no  advance  has  been  made,  shall  be 
limited  to  the  amount  actually  paid  or  in  arrear  on  such  share,  and  in 
respect  of  any  share  upon  which  an  advance  has  been  made  shall  be 
limited  to  the  amount  payable  thereon  under  any  mortgage,  or  other 
security,  or  under  the  rules  of  the  Society. 
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XV.  With  respect  to  the  borrowing  of  money  by  Societies  under  this 
Act,  the  following  provisions  shall  have  effect : — 

(1.)  Any  Society  under  this  Act  may  receive  deposits  or  loans,  at  interest, 
within  the  limits  in  this  section  provided,  from  the  members 
or  other  persons,  or  from  corporate  bodies,  joint-stock  companies, 
or  from  any  terminating  Building  Society,  to  be  applied  to  the 
purposes  of  the  Society. 

(2.)  In  a  permanent  Society  the  total  amount  so  received  on  deposit  or 
loan,  and  not  repaid  by  the  Society,  shall  not  at  any  time  exceed 
two-thirds  of  the  amount  for  the  time  being  secured  to  the  Society 
by  mortgages  from  its  members. 

(3.)  In  a  terminating  Society  the  total  amount  so  received  and  not 
repaid  may  either  be  a  sum  not  exceeding  such  two-thirds  as 
aforesaid,  or  a  sum  not  exceeding  twelve  months'  subscriptions 
on  the  shares  for  the  time  being  in  force. 

(4.)  Any  deposits  with  or  loans  to  a  Society  under  this  Act  made  before 
the  commencement  of  this  Act  in  accordance  with  its  certified 
rules,  are  hereby  declared  to  be  valid  and  binding  on  the  Society, 
but  no  further  deposits  or  loans  shall  be  received  by  such  Society, 
except  within  the  limits  provided  by  this  section. 

(5.)  Every  deposit-book  or  acknowledgment  or  security  of  any  kind 
given  for  a  deposit  or  loan  by  a  Society,  shall  have  printed  or 
written  therein  or  thereon  the  whole  of  the  14th  and  15th 
sections  of  the  present  Act. 

And  sections  14  and  15  (1)  of  the  Building  Societies  Act,  1894,  should 
also  be  kept  in  view,  which  provide  as  under : — 


Building  Societies  Act,  1894,  Ss.  14  and  15  (1). 

(14.)  In  calculating  the  amount  for  the  time  being  secured  to  a  Society 
under  the  Building  Societies  Acts  by  mortgages  from  its  mem- 
bers, for  the  purpose  of  ascertaining  the  limits  of  its  power  to 
receive  deposits  or  loans  at  interest,  the  amount  secured  on  pro- 
perties the  payments  in  respect  of  which  were  upwards  of  twelve 
months  in  arrear,  at  the  date  of  the  Society's  last  preceding 
annual  account  and  statement,  and  the  amount  secured  on  pro- 
perties of  which  the  Society  had  been  twelve  months  in  possession 
at  the  date  of  such  account  and  statement,  shall  be  disregarded. 

(15.)  (1)  A  Society  under  the  Building  Societies  Acts  shall  not  use  any 
name  or  title  other  than  its  registered  name,  and  shall  not  accept 
any  deposit  except  on  the  terms  that  not  less  than  one  month's 
notice  may  be  required  by  the  managers  of  the  Society  before 
repayment  or  withdrawal. 


Records 

The  method  of  working  would  necessarily  determine  the  exact  form  of 
the  book^  requiring  to  be  kept ;  but  as  nearly  all  Societies  have  in  common 
the  receipt  of  subscriptions  on  shares,  interest  on  loans,  &c.,  the  following 
forms  are  given  as  having  been  found  in  practice  to  be  most  suitable,  and 
any  special  features  of  a  Society  could  be  simply  provided  for  in  them  : — 
13 
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to 


o 


02 


o 


1 

9, 

Hi 

Deposit  Ledger. 
Fol. 

CO             -r 

i 

s 

1 

a 

Mi 

s 

i 

1 

1 

¥ 
i 

Li 

"                        CO 

§1 

M   0 

P.    . 

|l 

00 

d 

Date  and  Particulars. 

• 

^1 

'1 

1-1 

1! 
^1 

Deposit  Ledger. 
Fol. 

0 

i 

i| 

1 

§ 

1 

i 

s 
0 

1 

CO 

d 

2 

1 
1 

BUILDING   SOCIETIES  195 

Cols.  1,  2,  3,  and  4  correspond  with  the  columns  in  the  shareholders* 
ledger,  and  every  entry  in  these  columns  must  be  credited  to  the  account 
of  the  shareholder  from  whom  the  cash  has  been  received,  the  "  No."  col. 
is  a  folio  column,  but  shareholders'  accounts  are  distinguished  by  their 
number,  hence  the  distinction.  The  year's  totals  of  cols.  1,  2,  3,  and  4 
would  be  carried  off  to  the  Gr.  of  the  four  separate  adjustment  accounts 
kept  in  the  general  ledger,  these  accounts  containing  in  aggregate  the 
entries  appearing  in,  respectively,  the  subscriptions,  interest  on  mortgages, 
outlays,  and  miscellaneous  dues  columns  in  the  shareholders'  ledger. 

Cols.  5  and  6  contain  entries  which  fall  to  be  credited  individually  to 
certain  accounts  in  the  general  ledger.  The  advances  on  mortgage  may 
have  a  separate  ledger  account  for  each  of  the  divisions  prescribed  by  the 
form  of  annual  account,  in  which  case  the  redemptions  would  be  credited 
to  their  appropriate  accounts.  Other  receipts'  col.  will  have  all  items  not 
falling  into  any  other  column,  and  they  will  be  credited  separately  to  the 
account  in  the  general  ledger  to  which  they  belong.  The  folio  col.  is 
solely  for  these  general  ledger  postings. 

Cols.  7  and  16  are  appropriated  to  deposits,  for  which  a  separate  ledger 
is  kept,  and  that  ledger  contains  a  separate  account  for  each  depositor. 
The  folio  col.  here  refers  only  to  the  deposit  ledger. 

Cols.  8  and  17  taken  together  form  the  only  bank  account  necessary. 
The  balances  on  the  two  columns  are  carried  forward  from  year  to  year, 
and  at  any  time  the  difference  between  them  is  the  balance  due  to,  or  by, 
the  Society's  bankers. 

Cols.  9  and  18  are  really  the  cross  summations  of  the  entries  on  their 
respective  sides,  and  as  these  summations  include  bank  items  too,  the 
difference  between  the  columns  always  represents  the  cash  in  hands  of 
or  due  to  the  treasurer. 

Col.  10  is  for  the  entry  of  withdrawals,  and  the  items  should  be 
debited  to  the  accounts  of  the  shareholders  in  the  shareholders'  ledger. 

Col.  11  is  for  any  cash  outlay  on  members'  behalf,  such  as  insurance 
premiums  ;  they  must  be  directly  debited  to  the  members'  accounts  in  the 
shareholders'  ledger. 

Cols.  12  and  13  have  no  folio  col.  provided,  as  in  practice  it  is  not 
found  necessary  to  post  these  items  separately  but  merely  in  total  at  the 
end  of  the  year. 

Cols.  14  and  15  are  the  converse  of  cols.  5  and  6,  for  notes  on  which 
see  supra. 

The  shareholders'  ledger  for  use  with  a  cash  book,  as  in  Form  7,  would 
be  as  follows : — 


[Form  8,  Shareholders'  Ledger. 
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Col.  7  is  for  the  folios  for  Dr.  entries  only,  and  col.  9  for  Cr.  folios 
only.  This  latter  would  usually  be  the  cash  book  postings,  the  former  the 
journal  postings.  In  practice  it  is  not  usual  to  folio  the  credit  entries  of 
payments  by  the  members  on  their  accounts,  as  these  sums  are  receivable 
on  stated  dates  and  are  passed  through  a  treasurer's  collecting  book  or 
other  subsidiary  cash  book  as  at  these  dates ;  and  only  the  total  of  the 
collecting-day's  drawings  is  entered  in  the  principal  cash  book  For  pur- 
pose of  reference  the  date  of  the  collecting-day  appearing  in  the  ledger  is 
sufficient  to  allow  of  tracing  any  particular  entry  in  the  treasurer's  collect- 
ing book. 

Col.  8  shows  the  dates,  and  in  such  Societies  as  the  payments  fall  due 
at  regular  intervals,  it  will  be  found  a  great  saving  to  have  the  year's 
ledger  printed  with  the  dates,  as  shown  in  the  members'  pass  books. 

Cols.  10,  11,  12,  and  13  are  the  counterparts  of  cols.  3,  4,  5,  and  6 
respectively. 

The  journal  would  be  of  the  ordinary  ruling,  with  two  cash  columns, 
a  Dr.  and  a  Cr. 

The  deposit  ledger  and  the  general  ledger  would  be  of  the  same 
pattern,  known  as  the  journal  ruling ;  it  is  preferable  in  such  a  business  to 
the  common  ledger  ruling.  The  deposit  ledger  will  contain  a  separate 
account  for  each  depositor,  but  no  interest  should  be  entered  up  in  this 
ledger,  unless,  indeed,  it  is  to  be  accumulated  with  the  principal.  The 
general  ledger,  in  addition  to  the  accounts  for  management,  mortgages, 
interest  on  mortgages,  &c.,  should  contain  adjustment  accounts  for  all  the 
sections  of  the  book-keeping  which  lend  themselves  to  the  self-balancing 
system.  The  accounts  of  this  class,  contemplated  in  the  use  of  Forms  7 
and  8,  supra,  are  depositors'  account,  members'  subscription  account, 
members'  interest  account,  members'  outlays  account,  and  members*  dues 
account.  The  first  would  be  literally  an  abstract  of  the  transactions  with 
deposits,  and  would  show  a  balance  agreeing  with  the  aggregate  of  the 
balances  on  the  deposit  ledger.  The  members*  adjustment  accounts  (four 
in  number)  correspond  with  the  columns  in  the  shareholders'  ledger,  and 
they  show  balances  agreeing  with  the  aggregate  of  the  balances  on  the 
corresponding  columns  of  the  shareholders'  ledger. 


[Form  of  Annual  Account  and  Statement. 
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Dr. 


3. — Liabilities  and  Assets  Account 


Cr. 


To  Liabilities  to  Holders  of  Shares,  viz.  :— 


[State  the  liabilities  for  each 
class  of  Share  separately.] 
Paid-up  Shares 
Preferential  Shares  . 

Total    . 


Prin- 
cipal. 


£S.  d. 


£  i.  d. 


To  Liabilities  to  Depositors  and  other  Creditors,  viz. 


For  Deposits  payable  at  a  fixed 
period  ending  within  the  next  12 
months       .  .  .  . 

For  Deposits  payable  at  a  fixed 
period  ending  after  the  next  12 
months       .... 

For  Deposits  payable  upon  various 
times  of  notice,  viz. :  - 


Due  to  Bankers  for  Loans 

To  other  Creditors  for  Loans 
Other  Liabilities,  viz.  :— 


Total 


To  Undivided  Profit  (including  Reserve  Funds,  but  not 
including  Prospective  Interest),  viz.  :— 


(D) 


£  s.  d. 


(e) 


(/) 


(ff) 


By  Balance  due  or  outstanding  on  Mortgage  Securities, 
not  including  Prospective  Interest,  viz.  : — 


Mortgages  from  Members  where  the 
repayments  are  not  upwards  of  12 
months  in  arrears,  and  the  property 
has  not  been  upwards  of  12  months 
in  possession  of  the  Society  :— 

On  Mortgages  where  the  debt 

does  not  exceed  £500 

On  Mortgages  where  the  debt 

exceeds  £500  and  does  not  exceed 
£1000  .  .  .  . 

On  Mortgages  where  the  debt 

exceeds  £1000  and  does  not  exceed 
£3000  .... 

On  Mortgages  where  the  debt 

exceeds  £3000  and  does  not  exceed 
£5000  .... 

On  Mortgages  where  the  debt 

exceeds  £5000,  as  shown  by  Part  I. 
of  the  Schedule 

Total  of  Mortgages  available  under 
sec.  14  of  the  Act  of  1894  . 

[If  the  Society  has  any  Mort- 
gages from  non-members,  the 
like  particulars  as  above  are 
to  be  given  in  full  for  all  such 
Mortgages.] 

On  Mortgages  on  Property  of 

which  the  Society  has  been  up- 
wards of  12  months  in  possession, 
as  shown  by  Part  II.  of  the 
Schedule      .... 

On  Mortgages  where  the  repay- 

ments are  upwards  of  12  months 
in  arrear,  and  the  property  has 
not  been  upwards  of  12  months  in 
possession  of  the  Society,  as  shown 
by  Part  III.  of  the  Schedule 

Total  number  of 
properties 
mortgaged  ' 
the  Society       ;  Total 


li.  01  IB 

3rof   ) 
to       f 

ty     ) 


(0 


Prin- 
cipal. 


£  s.  d. 


Interest 
accruej 

(not 
prospeo- 
tive). 


By  other  Assets  : — 

Amount  invested  in  the  Funds  (bearing  in- 
terest at  per  cent.) 
Amount  invested  in  other  Securities,  viz. : — 


Nature  of  Security. 


Other  Assets,  viz.  :— 
Cash  at  Bankers 
Cash  in  hands  of 


By  Balance  deficient  (if  any) 


Rate  of 
Interest. 


(D) 


£,8.  d. 


i 


(A) 


(0 


(*) 


(D),  (e),  (/),  (g),  (h),  (i),  (fc).    The«e  figures  must  agree  with  those  in  the  last  column  of  the  Revenue  and  Expenditure  Account. 
(I).  This  figure  must  agree  with  that  in  the  Certificate  of  the  Auditors. 

CERTIFICATE   OF   AUDITORS 
We,  the  undersigned,  ,  being  a  person  who  publicly  carries  on  the  business  of  an  Accountant 

at  No.        ,  Street,  ,  and  residing  at  ,  the  duly  appointed  auditors 

of  the  above-mentioned  Society,  do  hareby  attest  the  foregoing  accounts  and  statements,  and  certify  that  they  are  correct,  duly 
vouched,  and  in  accordance  with  law,  and  we  certify  that  we  have,  and  each  of  us  has  at  this  audit  actually  inspected  the  Mort- 
gage Deeds  and  other  securities  belonging  to  the  Society,  in  respect  of  each  of  the  Properties  in  mortgage 
to  the  Society  referred  to  in  the  foregoing  accounts  and  statements. 


Presented  to  the  Annual  General  Meeting  of  the  Society  on  the 
Cnuntersigjied. 

,  Secretary. 


(Signed) 
(Signed) 

• 

day  of 

19      . 

day  of 

,  and  adopted. 

(Signed) 

,  Chairman. 
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Schedule 

Part  I. 

Particulars  to  be  set  forth  in  the  case  of  a  Mortgage  where  the  Repayments  are 
not  upwards  of  twelve  months  in  arrears,  and  the  Property  has  not  been 
upwards  of  twelve  months  in  possession  of  the  Society,  and  where  the 
present  Debt  exceeds  £5000. 


1 

2 

3 

1 

5 

6 

7 

' 

9 

8 

i 

•a 
< 

mi 

m 

m 

il 

.2 
2  i^-S 

Amount  of 

Payments  in 

Arrear. 

o^^ 

^< 

q5 

"3 

1 
o 

£,    s.    d. 

^    s.     d. 

£    s.    d. 

£    x.    d 

*     8.     d. 

Total    . 

Part  II. 

Particulars  to  be  set  forth  in  the  case  of  Property  of  which  the  Society  has 

been  upwards  of  twelve  months  in  Possession. 


as 


t?li 

".2J<! 


Total 


^8 


£  s.  d. 


nsn. 
■9«w 


£  s.  d. 


10 

11 

(h 

a>H 

?cg 

i-i   9J 

.=  >H 

Gross 
forth 

1^ 

£  s.  d. 

£s.  d. 

Part  III. 

Particulars  to  be  set  forth  in  the  case  of  a  Mortgage  where  the  Repayments 
are  upwards  of  twelve  months  in  arrear,  and  the  Property  has  not  been 
upwards  of  twelve  months  in  possession  of  the  Society. 


1 

Whether  subject 
to  any  prior  Mort- 
ga<,'e  or  Cliarge.    If 
so,  what  Amount. 

3 

III 

1 

5 

^  S 

If 

0-2 

6 

!8 

1^ 

7 

8 

il 

11 

9 

£ 

1 

Total  . 

£    s.    d. 

£    s.    d. 

£      8.      d. 

£     5.      d. 
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Memorandum  as  to  Annual  Statements  by  Building  Societies 

Issued  by  the  Registry  of  Friendly  Societies^  Central  Office 

(1.)  The  first  column  of  Statement  No.  2  should  show  the  liabilities  and  assets 
at  beginning  of  year,  and  the  last  column  the  liabilities  and  assets  at  end  of  year. 
The  total  amount  of  each  liability  and  asset,  respectively,  under  the  several  heads 
provided  in  the  prescribed  form,  only  should  be  given,  in  these  columns  ]  that  is 
to  say,  the  figures  marked  (e)  (/)  {g)  (h)  (i)  (k)  in  the  last  column  of  Statement 
No.  2,  a7id  in  the  last  column  of  each  side  of  the  liabilities  and  assets  account 
should  be  the  only  figures  in  those  columns. 

(2.)  The  two  intervening  columns  show  how  the  last  column  is  derived  from 
the  first :  thus  in  the  first  item  in  Statement  No.  2 — "  Amount  due  to  share- 
holders," the  total  amount  due  to  shareholders  (including  principal  and  interest) 
at  beginning  of  year  is  shown  in  the  first  column ;  subscriptions  of  shareholders, 
interest  added,  and  any  other  details  constituting  additions  during  the  year,  are 
shown  in  the  second  column ;  withdrawals  of  shareholders,  transfers  from  share 
to  repayment  account,  deductions  for  working  expenses,  interest  paid,  and  any 
other  details,  constituting  diminutions  during  the  year,  are  shown  in  the  third 
column ;  and  the  total  amount  due  to  shareholders  at  end  of  year  is  shown  in  the 
fourth  column.  The  last  amount  will  be  the  difference  between  the  second  and 
third  columns  added  to,  or  deducted  from,  as  the  case  may  be,  the  first  column. 
Each  of  the  items  in  the  first  column  will  be  dealt  with  in  similar  manner ;  each 
section  should  therefore  balance,  independently,  across  the  Statement.  See 
specimen  [infra]. 

(3.)  The  total  balances  at  beginning  of  year  (A.  A.)  should  agree,  and  the 
total  balances  at  end  of  year  (D.  D.)  should  also  agree.  It  follows  that  the  sum 
of  B.  in  the  upper  part  and  C.  in  the  lower  will  agree  with  the  sum  of  C.  in  the 
upper  part  and  B.  in  the  lower. 

Where  the  balance  in  the  last  year's  account  has  since  been  found  to  be 
incorrect,  the  corrected  balance  should  be  shown  in  the  first  column  of  the  next 
year's  account,  and  an  explanation  of  the  discrepancy  given  on  the  form  itself. 

(4.)  (a.)  Where  a  Society  had  at  beginning  of  year  a  balance  of  unappropriated 
profit,  and  at  end  of  year  has  also  a  balance  of  unappropriated  profit,  either 
smaller  or  larger,  the  additions  to  profit  and  diminutions  of  profit  will  respectively 
be  inserted  in  the  second  and  third  columns  of  the  upper  half  of  the  return. 

[The  management  expenses  charged  in  the  third  column  of  this  account  should 
be  the  full  amount  incurred  during  the  year,  whether  the  transactions  have  been 
completed  by  the  actual  payment  of  cash  or  are  outstanding  at  the  end  of  the 
year.] 

(6.)  Where  a  Society  had  at  beginning  of  year  a  balance  of  unappropriated 
profit,  and  at  end  of  year  has  a  balance  of  loss,  the  additions  to  profit  and 
diminutions  of  profit  will  be  inserted  in  the  second  and  third  columns  respectively 
of  the  upper  half  of  the  return.  The  undivided  profit  account  will  then  be 
balanced,  and  the  balance  deficit  carried  down  to  column  2  of  the  lower  half. 

(c.)  Where  a  Society  had  at  beginning  of  year  a  balance  deficient,  and  at  end  of 
year  has  also  a  balance  deficient,  larger  or  smaller,  the  additions  to  the  deficiency 
will  be  inserted  in  column  2  of  the  lower  half,  and  the  diminutions  of  the 
deficiency  in  column  3  of  the  lower  half.  {In  this  case  no  figures  are  required  to 
he  inserted  in  the  '^  undivided  profit''  section  in  the  upper  half  of  the  return.) 
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(d.)  Where  a  Society  had  at  beginning  of  year  a  balance  deficient,  and  at  end 
of  year  has  a  balance  of  unappropriated  profit,  the  additions  to  the  deficiency  and 
diminutions  of  deficiency  will  be  inserted  in  the  second  and  third  columns 
respectively  of  the  lower  half  of  the  return.  The  balance  deficient  account  will 
then  be  balanced,  and  the  balance  profit  carried  to  column  2  of  the  upper  half. 

(5.)  (a.)  Cross  entries  to  be  transferred  from  one  part  of  the  Statement  to 
another  should  be  avoided  as  much  as  possible.  In  general,  items  that  appear  in 
the  cash  account  will  only  be  required  to  be  entered  once  in  Statement  No.  2. 

(6.)  Items  that  are  not  cash,  but  credits,  will  in  general  be  required  to  be 
balanced  with  a  corresponding  debit  in  another  part  of  Statement  No.  2. 

(6.)  The  cash  paid  in  and  out  of  the  bank  should  not  be  inserted  in  full  in 
the  second  and  third  columns,  but  only  the  excess  of  the  one  over  the  other. 

(7.)  (a.)  All  "premiums,"  "bonuses,"  or  "commission,"  deducted  from,  or 
paid  as  a  consideration  for,  advances,  are  of  the  nature  of  "  prospective  interest," 
and  should  not  be  taken  account  of  as  assets. 

(b.)  The  purchase  of  appropriations,  and  repayment  of  subscriptions  on 
appropriated  shares,  being  merely  the  redemption  of  a  liability  incurred  by  the 
Society,  should  also  not  be  taken  account  of  as  assets. 

(8.)  The  total  number  of  properties  mortgaged  to  the  Society  [letter  (l)  No.  3 
Account]  should  be  the  total  of  the  mortgages,  the  details  of  which  are  given  in 
that  account  and  should  agree  with  the  number  given  in  the  certificate  of  auditors. 
In  the  event,  however,  of  any  discrepancy  it  should  be  fully  explained  on  the 
return  itself. 

(9.)  The  schedule  on  the  fourth  page  of  return  must  be  filled  in.  If  the 
Society  has  no  mortgages  exceeding  £5000,  or  no  mortgages  in  arrear,  or  no 
property  in  possession,  as  required  to  be  given  in  the  schedule,  the  word  "nil" 
should  be  inserted  in  each  part. 

In  like  manner,  the  word  "  nil "  should  be  inserted  wherever  the  facts  require, 
as,  for  example,  where  a  Society  has  no  preferential  shares,  "nil"  should  be 
inserted  against  the  words  "  preferential  shares  "  in  the  column  of  liabilities. 

(10.)  (a.)  The  name  of  every  auditor  who  signs  the  return  must  be  given  in 
the  form  of  certificate  of  auditors,  and  vice  versd,  every  auditor  mentioned  in  the 
certificate  must  sign  the  form. 

(b.)  Where  the  accounts  of  a  Society  are  found  by  the  auditors  to  be  incorrect, 
unvouched,  or  not  in  accordance  with  law,  the  auditors  should  sign  that  portion 
only  of  the  certificate  which  relates  to  inspection  of  securities,  and  should  make  a 
special  report  to  the  Society  (not  to  the  Directors).  A  copy  of  such  report  should 
be  sent  to  the  Registrar  with  the  return. 

(c.)  Where  a  firm  of  accountants  acts  as  auditors  to  a  Society,  the  name  of  the 
particular  member  of  the  firm  who  personally  conducted  the  audit  and  inspected 
the  securities  should  be  mentioned  in  the  certificate  of  auditors,  and  he  should 
sign  the  certificate.  The  signature  of  a  firm  is  not  a  sufficient  compliance  with 
the  Act,  inasmuch  as  the  duties  can  only  be  performed  by  an  individual  person. 

(11.)  The  actual  form  of  return  supplied  to  Societies  by  this  office,  filled  up  in 
ink  and  duly  signed,  should  be  returned  to  this  office,  and  not  a  printed  copy  of 
the  same.  The  Registrar  has  no  authority  to  dispense  with  any  part  of  the  pre- 
scribed form. 

(12.)  Where  the  space  given  in  any  part  of  the  form  is  insufficient,  the  total 
amount  should  be  stated  in  the  columns  provided  in  the  form,  and  the  details 
given  on  a  separate  piece  of  paper,  which  may  be  attached  to  it  as  a  rider. 
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(13.)  The  "official  year"  of  Societies  ends  on  31st  December,  except  in  cases 
where  the  Society  has  in  previous  years  made  its  returns  to  some  other  date.  The 
return  should  be  forwarded  to  the  Registrar  within  fourteen  days  after  the  annual 
or  other  general  meeting  at  which  it  is  presented,  or  within  three  months  of  the 
close  of  the  Society's  official  year,  whether  the  Society's  annual  meeting  has  been 
held  or  not ;  in  the  latter  case,  the  statement  that  the  account  has  been  presented 
to  the  annual  general  meeting  of  the  Society  may  be  corrected  in  accordance  with 
the  facts ;  the  reason  for  such  omission  being  at  the  same  time  given. 

(14.)  Annual  statements  in  the  same  prescribed  form,  but  countersigned  by 
the  liquidator  or  trustee  in  dissolution  where  the  Society  has  no  secretary,  are  also 
required  to  be  made  by  Societies  in  process  of  dissolution,  and  such  statements 
should  be  made  to  the  same  date  in  each  year  until  the  dissolution  has  been  com- 
pleted, and  notice  of  the  termination  of  dissolution  registered,  as  before  the  dissolu- 
tion commenced. 

(15.)  Within  twenty-eight  days  from  the  termination  of  the  dissolution,  an 
account  and  balance  sheet,  showing  the  assets  and  liabilities  of  the  Society  at  the 
commencement  of  the  dissolution  and  the  mode  in  which  those  assets  and  liabilities 
have  been  applied  and  discharged,  duly  signed  and  certified  as  required  by  section 
11  of  the  Building  Societies  Act,  1894,  is  to  be  sent  to  the  Registrar.  A  form  for 
the  purpose  will  be  supplied  by  the  Registrar  on  application. 

(16.)  The  receipt  of  a  statement  of  account  by  the  Registrar  implies  no 
approval  of  anything  that  it  contains. 

(17.)  An  acknowledgment  of  the  fact  that  a  document,  purporting  to  be  the 
statement  of  account  of  a  particular  Society  has  been  received,  will  be  given,  if 
required,  to  any  Society  which  sends  with  its  statement  a  stamped  addressed 
envelope  for  the  purpose.  The  acknowledgment  does  not  imply  that  a  valid 
return  has  been  made. 

(18.)  Every  Society  should,  in  all  documents  sent  to  the  Registrar,  use  its  correct 
registered  name  and  no  other.  The  registered  chief  office  of  the  Society  should 
also  be  stated.  Notice  of  any  change  should  be  given  in  duplicate  on  Form  M, 
copies  of  which  will  be  supplied  by  the  Registrar  on  application. 

The  attention  of  Societies  is  directed  to  section  2  of  the  Building  Societies  Act, 
1894,  by  which  it  will  be  seen  that  every  annual  account  and  statement  under 
section  40  of  the  Building  Societies  Act,  1874,  shall  be  made  in  the  form  pre- 
scribed by  the  Chief  Registrar  of  Friendly  Societies,  with  the  approval  of  the 
Secretary  of  State.  Printed  copies  should  be  supplied  to  members,  depositors,  and 
creditors  for  loans. 

{The  following  specimen  of  the  revenue  account  section  of  the  annual  accounts 
is  issued  by  the  Chief  Registrar  as  a  part  of  the  foregoing  Memorandum.) 


[SrECiMEN  OF  Statement  No.  2. 
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206  CASH   BOOKS 

Cash  Books 

For  space  considerations  the  forms  of  cash  books  will  not  be  given  here 
in  extenso,  as  they  are  fully  set  out  and  explained  in  the  "  Encyclopaedia 
of  Accounting,"  vol.  ii.  p.  21  et  seq.  References,  however,  will  be  given  to 
the  forms  in  ordinary  use,  with  only  such  notes  as  are  necessary  to  identify 
the  various  rulings. 

Description  of  Common  Forms 

Form  1.  The  exact  copy  of  the  ordinary  ledger  ruling  with  the  Dr.  and 
G7\  sides,  each  of  which  is  complete  in  itself. 

Form  2.  This  ruling  is  identical  with  the  ordinary  Journal  ruling. 

Form  3.  Form  1  with  a  Discount  column  interposed  between  Cash  and 
Folio  columns  on  each  side.  These  Discount  columns  contain  the  several 
items  of  discount  which  would  otherwise  appear  separately  in  the  Discount 
Account,  but  which,  by  the  use  of  these  columns  in  the  cash  book,  are 
merely  shown  in  the  Discount  Account  in  monthly  totals. 

Form  4.  The  same  as  Form  3  in  its  ruling,  but  instead  of  a  Discount 
column  it  has  a  Bank  column  on  each  side.  The  cash  book  in  this  case 
contains  not  only  the  Cash  Account  but  also  the  Bank  Account ;  the  Or. 
Bank  column  contains  the  cheques  drawn,  and  the  Dr.  the  pay-ins.  The 
two  columns  are  balanced  against  one  another  monthly  and  the  balance 
carried  down  in  the  same  way  as  the  cash  balance.  Some  prefer  to  use 
the  Bank  columns  as  analytical  columns  rather  than  as  a  substitute  for  the 
Bank  Account  in  the  ledger. 

Form  5.  This  is  a  combination  of  Forms  3  and  4,  giving  both  a 
Discount  and  a  Bank  column  in  addition  to  the  Cash  column  on  each  side. 

Form  6.  This  is  of  the  class  known  as  a  columnar  or  analytical  cash 
book,  having  columns  extending  to  the  left  and  right  for  the  classifying  of 
all  the  receipts  and  payments  under  well-defined  heads.  These  heads 
must  necessarily  vary  with  the  nature  of  the  undertaking,  but  for  general 
purposes  these  columns  will  comprise,  in  addition  to  the  Discount,  Bank, 
and  Cash  columns  as  contained  in  Form  5,  on  the  Dr.  side,  Customers' 
Accounts  (being  the  amounts  received  from  customers  and  to  be  posted  to 
their  credit  in  the  ledger).  Cash  Sales  (the  daily  amounts  of  these  ready 
money  transactions, — the  total  of  this  column  should  be  carried  to  the 
credit  of  the  Cash  Sales  Account  monthly),  and  an  Other  Receipts  column 
for  items  of  a  special  nature  which  fall  to  be  separately  posted  to  some 
ledger  account;  and  on  the  Cr.  side  there  should  appear  columns  for 
Creditors'  Accounts  (all  of  which  items  must  be  debited  to  the  ledger 
accounts  of  the  creditors  receiving  the  payments) ;  Cash  Purchases  (which 
would  be  treated  on  the  same  principle  as  the  Cash  Sales) ;  Wages, 
Charges,  and  Rent  and  Taxes  (the  monthly  totals  of  all  of  these  columns 
being  carried  to  the  Dr.  of  their  appropriate  ledger  accounts) ;  and  an 
Other  Payments  column  for  items  which  require  to  be  individually  posted 
to  the  ledger,  the  principal  of  which  are  usually  the  partners'  drawings. 
The  obvious  advantage  of  such  a  form  of  cash  book  is  the  economy  of 
posting,  many  monthly  totals  only  requiring  to  be  posted  to  the  ledger 
instead  of  the  amount  of  each  transaction. 

Form  7.  An  application  of  the  principle  given  in  Form  6  is  an  essential 
of  the  system  of  self-balancing  or  check  ledgers.  The  cash  book  to  be 
adopted  for  such  a  purpose  must  have  columns  corresponding  with  the 
proposed  divisions  of  the  ledger  accounts.  The  following  ruling  illustrates 
the  general  style  of  such  a  cash  book : — 
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The  cautioner  Las  a  complete  right  of  relief  against  the  debtor;  but 
he  may  also  stipulate  in  the  bond  for  an  assignation  of  the  creditor's  right 
against  the  debtor  so  far  as  regards  the  portion  of  the  obligation  he  may 
be  called  upon  to  perform,  and  an  express  clause  of  relief  is  usually 
inserted  in  the  bond  of  caution.  An  advantage  to  the  cautioner  in  takino- 
an  express  obligation  of  relief  lies  in  this,  that  if  accompanied  by  a  clause 
of  registration  for  execution,  the  cautioner  is  enabled  to  use  summary 
diligence  against  the  debtor  for  any  sums  he  may  have  paid  under  the 
cautionary  obligation. 

A  bond  by  several  obligants  in  which  a  clause  of  relief  appears,  or  to 
which  a  separate  bond  of  relief  intimated  to  the  creditor  refers,  is  a 
cautionary  obligation  to  the  effect  of  giving  the  obligants  who  have  right 
of  relief  the  benefit  of  the  septennial  limitation  under  the  Act  1695,  c.  5. 

If  there  are  several  cautioners,  they  are  ultimately  liable  each  for  his 
own  pro  rata  share  only,  and  if  one  has  been  compelled  to  pay  more  than 
his  share  of  a  debt,  he  can  demand  a  balancing  of  contributions  from  the 
others.  But  a  cautioner  may  stipulate  in  the  bond  that  his  co-cautioners 
shall  relieve  him  of  anything  he  may  pay  under  his  obligation. 

The  septennial  prescription  of  cautionary  obligations  under  the  Act  of 
1695  should  be  carefully  kept  in  view  in  all  transactions  involving  such 
obligations.  Unlike  the  other  prescriptions  or  limitations  known  to  Scots 
law,  the  statute  in  question  leaves  absolutely  no  right  or  remedy  in  the 
grantee  of  a  bond  of  caution.  If  such  a  bond  has  once  fallen  under  the 
prescription,  it  is  to  all  intents  as  if  it  had  never  existed,  and  the  obliga- 
tion cannot  be  proved  even  by  the  grantor's  oath ;  and  a  payment  made 
by  the  cautioner,  after  the  lapse  of  the  septennium,  can  be  recovered 
as  money  paid  sine  causa.  The  Act  only  applies  to  caution  for  money 
obligations,  and  to  cautioners  having  a  right  of  total  relief  against  the 
principal  debtor. 

An  obligation  for  payment  of  interest  occupies  a  very  peculiar  position 
with  regard  to  the  application  of  the  septennial  limitation.  It  has  been 
decided  that  the  limitation  does  not  apply  to  such  an  obligation  unless  the 
creditor  has  had  it  in  his  power  during  the  whole  seven  years  to  do 
diligence  against  the  cautioner.  Thus  the  anomalous  position  is  created, 
that  where  the  cautioner  is  liable  for  both  principal  and  interest,  he  will 
have  the  benefit  of  the  Act,  but  if  he  be  bound  merely  for  the  interest,  he 
will  not  have  that  benefit,  provided  the  principal  debtor  pays  interest 
regularly  for  the  seven  years.  In  such  a  case,  a  cautioner  for  interest  may, 
after  the  lapse  of  the  seven  years,  be  bound  to  pay  the  interest  in  per- 
petuity {Molleson,  19  R.  581). 

Form  1,  Bond  of  Caution  for  a  Commercial  Agent 

I,  A.  (designation),  considering  that  I  have  lately  been  appointed  agent  in 
{district),  for  B.  {designation),  and  that  it  was  part  of  my  agreement  with  the 
said  B.  that  I  should  find  caution  for  my  intromissions  to  the  extent  of  £  ; 

and  seeing  that  C.  {designation),  D.  {designation),  and  E.  {designation)  have 
agreed  to  become  cautioners  for  me,  each  to  the  extent  of  one-third  of  the  said 
sum  of  £  :  Therefore  I,  the  said  A.,  as  principal,  and  we,  the  said  C, 

D.,  and  E.,  as  cautioners  for  the  said  A.,  but  that  only  to  the  extent  above 
written,  do  hereby  bind  and  oblige  ourselves,  our  heirs,  executors,  and  successors 
whomsoever,  without  the  necessity  of  discussing  them  in  their  order,  that  I,  the 
said  A.,  shall  perform  my  duties   faithfully,  and  render  regular  accounts  of  my 
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intromissions  to  the  said  B.,  and  pay  the  moneys  collected  by  me  to  him  in 
terms  of  my  agreement  with  him :  And  I,  the  said  A.,  bind  and  oblige  myself 
and  my  foresaids,  to  free  and  relieve  my  said  cautioners  and  their  foresaids  of 
their  cautionary  obligations  for  me  in  the  premises,  and  of  all  the  consequences 
thereof. — In  witness  whereof. 

Caution  for  officials  is  now  practically  invariably  obtained  through  the 
medium  of  a  guarantee  policy  by  some  one  of  the  insurance  companies  who 
undertake  that  class  of  risk.  The  conditions  in  such  policies,  particularly 
as  to  supervision  of,  and  checks  on,  the  officials,  are,  it  must  be  remem- 
bered, strictly  construed  against  the  employer,  both  under  the  law  appli- 
cable to  caution  generally,  and  under  insurance  law. 

The  following  are  the  usual  clauses  in  a  policy  issued  by  an 
insurance  company  or  fidelity  guarantee  corporation  for  the  intromissions 
of  officials : — 


Form  2,  being  the  Common  Clauses  in  a  Fidelity  Guarantee 
by  a  Corporation 

Clause  1  narrates  that  the  Company  has  been  applied  to  to  guarantee  the  intro- 
missions of  the  official. 

Clause  2  narrates  that  a  formal  proposal  has  been  made  to  that  effect,  contain- 
ing particulars  of  the  employment  and  the  checks  put  upon  the  official  from  time 
to  time  to  ascertain  the  correctness  of  his  accounts  of  his  intromissions.  This 
proposal  forms  the  basis  of  the  contract,  and  the  particulars  contained  in  it  are 
referred  to  as  essentials. 

Clause  3  acknowledges  receipt  of  the  first  premium,  and  binds  the  Company 
as  surety  for  the  official  during  the  continued  payment  of  the  premium 
stipulated. 

Clause  4  states  the  maximum  amount  claimable  under  the  policy,  and  that  the 
Company  shall  be  liable  to  contribute  only  pro  rata  with  any  other  surety,  and  be 
entitled  to  pro  rata  relief  from  any  other  security  held  by  the  employer,  and  that 
the  employer  must  render  to  the  Company  particulars  of  any  such  cautionary 
obligation  or  security. 

Clause  5  provides  the  time  limit  within  which  the  claim  on  the  Company 
under  the  policy  must  be  lodged,  and  if  the  Company  discharge  such  claim,  then 
it  is  entitled  to  assignation  of  the  employer's  claims  and  rights  of  action  against 
the  defaulting  official  or  others. 

Clause  6  frequently  stipulates  that  the  employer  shall  prosecute  the  official  if 
so  required  by  the  Company,  and  shall  also  afford  every  assistance  to  the  Company 
in  recovering  the  amount  claimed  and  paid  under  the  policy. 

The  Testing  Clause  follows. 


Form  3,  Simple  Letter  of  Guarantee 

To  {creditor  firm! s  name  and  address).  (Place  and  Date.) 

Gentlemen, — I  hereby  guarantee  due  payment  of  all  sums  for  which 
{debtor's  namSj  designation^  and  address)  is  or  may  become  liable  to  you,  the 
U 
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amount  payable  under  this  guarantee  not  to  exceed  £500.      This  guarantee  to 
remain  in  force  until  recalled  in  writing. 

Yours  faithfully, 

Form  4,  Letter  of  Guarantee  by  several  Guarantors 

"We  {names  and  designations  of  guarantors)  hereby  jointly  and  severally 
guarantee  you  due  payment  of  all  sums  for  which  {debtor's  name,  designation, 
and  address)  is  or  may  become  liable  to  you ;  the  amount  which  we  are  to  be 
bound  to  pay  under  this  guarantee  not  to  exceed  Five  hundred  pounds  sterling, 
and  interest  from  the  date  or  dates  of  advance :  We  agree  that,  without  prejudice 
to  your  right  to  demand  payment  from  us,  or  each  or  any  of  us,  of  the  whole 
sums  hereby  guaranteed,  you  shall  also  be  entitled  to  make  calls  on  us,  or  each  or 
any  of  us,  from  time  to  time,  in  respect  of  our  said  guarantee,  for  such  sums  as 
you  may  fix  :  And  we  further  declare  that  you  may  at  any  time  or  times,  at  your 
discretion,  grant  to  the  said  {debtor),  or  to  any  drawers,  acceptors,  or  endorsers  of 
bills  of  exchange  or  promissory  notes,  received  by  you  from  him,  or  on  which  he 
may  be  liable  to  you,  any  time  or  other  indulgence,  and  compound  with  him,  or 
with  the  said  drawers,  acceptors,  or  endorsers  respectively,  without  discharging 
or  satisfying  the  liability  of  us  or  any  of  us ;  and  that  this  guarantee  shall  apply 
to  and  secure  any  ultimate  balance  of  the  sums  that  shall  remain  due  to  you, 
after  applying  any  dividends,  compositions,  and  payments  which  you  may 
receive  :  And  it  is  further  declared  that  this  guarantee  is  to  remain  in  force  until 
recalled  by  us,  or  our  heirs  or  executors,  in  writing,  and  shall  be  without 
prejudice  to  any  other  securities  or  remedies  which  you  have  or  may  acquire  for 
the   general  obligations,  or  any  particular  obligation  of  the  said  {debtor). — In 

WITNESS  WHEREOF. 

Form  5,  A  Guarantee  of  Bills 

To  {Place  and  Date.) 

Gentlemen, — I  guarantee  you  due  payment  of  all  bills  and  promissory 
notes  which  you  may  now  or  hereafter  hold  binding  on  {name  and  designation  of 
debtor),  the  amount  which  I  am  to  be  bound  to  pay  under  this  guarantee  not  to 
exceed  £500  sterling  :  I  agree  that  you  shall  be  entitled  to  make  calls  on  me 
from  time  to  time  in  respect  of  this  guarantee  for  such  sums  as  you  may  fix  : 
And  I  further  declare  that  you  may  at  any  time  or  times,  at  your  discretion, 
grant  to  the  said  {debtor),  or  to  any  drawers,  acceptors,  or  endorsers  of  bills  of 
exchange  or  promissory  notes,  received  by  you  from  him  or  on  which  he  may 
be  liable  to  you,  any  time  or  other  indulgence,  and  compound  with  him  or  with 
the  said  drawers,  acceptors,  or  endorsers  respectively,  without  discharging  or 
satisfying  the  liability  of  me ;  and  that  this  guarantee  shall  apply  to  and  secure 
any  ultimate  balance  of  the  sums  that  shall  remain  due  to  you,  after  applying 
any  dividends,  compositions,  and  payments  which  you  may  receive  :  And  it  is 
further  declared  that  this  guarantee  is  to  remain  in  force  until  recalled  by  me,  or 
my  heirs  or  executors,  in  writing. — In  witness  whereof. 

See  also  Mercantile  Guaranties. 

Certificate.     See  Auditors'  Reports  and  Certificates 
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Certificate  of  Postage 

Form  1,  Certificate  of  Posting  Notices  to  Members  of  Company 

(A  Copy  of  the  Notice  must  he  prefixed  to  tJw  Certificate) 

I,  C.  D.,  clerk  to  A.  B.,  the  Secretary  of  the  X.  Y.  Company,  Limited,  do 
liereby  certify  that  upon  the  20th  day  of  November,  19  ,  between  the  hours  of 
five  and  six  o'clock  p.m.,  I  posted  at  the  General  Post  Office  at  Edinburgh,  a 
notice  (enclosed  in  a  prepaid  envelope)  in  the  form  of  the  foregoing  print, 
addressed  to  each  of  the  members  of  the  said  Company  at  their  respective 
addresses,  as  stated  in  the  register  of  members.  This  I  did  in  the  presence  of 
E.  F.,  also  clerk  to  the  said  A.  B.,  witness  to  the  premises  and  hereto  with  me 
subscribing. 

C  D. 

E.  F.,  witness. 

Form  2,  Certificate  of  Posting  Notices  to  Creditors 

(Prefix  Copy  of  the  Circular) 

I,  C.  D,,  clerk  to  A.  B.,  Chartered  Accountant,  Edinburgh,  hereby  certify 
that  on  the  21st  day  of  November,  19  ,  between  the  hours  of  five  and  six 
o'clock,  afternoon,  I  posted  at  the  George  Street  Branch  Post  Office,  Edinburgh,  a 
<;ircular  letter,  a  copy  of  which  is  prefixed  hereto,  addressed  to  each  of  the 
creditors  on  the  estate  of  S.  T.,  Merchant,  Edinburgh,  as  per  the  list  annexed 
and  signed  as  relative  hereto.  This  I  did  in  the  presence  of  E.  F.,  also  clerk  to 
the  said  A.  R,  witness  to  the  premises  and  hereto  with  me  subscribing. 

0.  D. 

E.  F.,  witness 

{The  list  of  creditors  referred  to,  with  full  postal  addresses  follows,  and  is 
signed  hy  C.  D.  and  E,  F.^  as  relative  to  the  foregoing  Certificate.) 


Form  3,  Affidavit  of  Postage  of  Notices  (General)  in  English 
Bankruptcy.     (Off.  Form  No.  102.) 

{Title) 
I, 
the  trustee  \or  clerk  to  the  trustee,  as  the  case  may  6e]  in  the  above  matter,  make 
oath  and  say  as  follows  : — 

1.  That  I  did  on  the  day  of  19  ,  send  to  each 
creditor  who  has  proved  in  this  matter,  and  also  to  all  creditors  mentioned  in  the 
debtor's  statement  of  affairs,  a  notice  of  (insert  here  "the  time  and  place  of  a 
general  meeting,"  or  "  adjourned  general  meeting,"  or  as  the  case  may  he), 
in  the  form  hereunto  annexed  marked  "  A." 

2.  That  such  notices  were  addressed  to  such  of  the  said  creditors  who  have 
proved  their  debts,  according  to  the  addresses  in  their  respective  proofs ;  and  to 
such  as  have  not  proved,  according  to  their  respective  names  and  addresses  appear- 
ing in  the  statement  of  affairs  of  the  said  debtor. 
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3.  That  I  sent  the  said  notices  by  putting  the  same  into  the  Post  Office 
at  before  the  hour  of  o'clock  in  the  noon 


{Signature. ) 


on  the  same  day. 

Sworn  at 

in  the  county  of 

this  day  of 

One  thousand  nine  hundred  and 
Before  me 

{Copy  notice  to  he  annexed.) 

Certificate  (Share).    See  Companies  (Capital) 
Cessio. 

Cessio  is  only  competent  in  the  Sheriff  Court,  and  is  practically  confined 
to  very  small  estates,  as  where  the  liabilities  exceed  £200  a  cessio  is  almost 
certain  to  be  converted  into  sequestration  under  sec.  11  of  the  Bankruptcy 
and  Cessio  Act,  1881.  There  is  no  qualifying  amount  for  the  petitioning 
creditor's  debt.  As  cessio  is  still  regarded  as  a  privilege  to  the  debtor,  it 
will  not  always  be  granted.  It  has  been  refused  where  the  debtor  has  no 
assets  (Boss,  13  R  207),  or  very  trifling  assets  (Reid,  17  R.  757).  As  cessio 
does  not  convey  acquirenda  to  the  trustee,  a  second  cessio  may  be  granted^ 
although  the  first  is  still  pending,  if  there  be  assets.  The  grant  of  cessio 
when  applied  for  by  a  debtor  may  be,  and  frequently  is,  made  conditional^ 
especially  in  the  case  of  debtors  in  receipt  of  annuities  or  stipends 
{Simpson,  16  R  131).  The  estates  of  a  deceased  debtor  cannot  be  wound 
up  in  a  cessio. 

Bond  of  Caution  hy  Trustee. — The  Sheriff  chooses  the  trustee,  on  the 
suggestion  of  the  creditors  present,  and  may  order  caution  to  be  found  to 
his  own  satisfaction.  The  bond  of  caution  is  identical  with  that  in  a 
sequestration,  except  that  the  trustee  is  designed  as  "  trustee  for  behoof  of 
the  creditors  in  the  cessio  of  B.  D.  (designation)."  The  amount  of 
caution,  if  any,  is  fixed  by  the  Sheriff,  and  not  by  the  creditors  as  in  a 
sequestration. 

The  form  of  disposition  omnium  honorum  is  statutory.  It  is  only 
necessary  where  there  is  heritable  estate  belonging  to  the  debtor.  It 
requires  no  stamp.  If  the  debtor  refuses  to  sign  it,  he  may  be  compelled 
to  do  so,  under  pain  of  imprisonment. 

Form  1,  Disposition  "  omnium  bonorum " 

{Act  of  Sederunt^  22nd  December^  1882,  Sched.  A.) 

I  {insert  name  and  designation  of  debtor),  in  implement  of  a  decree  pronounced 
by  the  Sheriff  [or  Sheriff-Substitute,  as  the  case  may  be]  of  shire,  on 

the  day  of  ,  do  hereby,  for  the  purposes  of  the  Cessio 

Acts  and  relative  Acts  of  Sederunt,  dispone  to  (insert  name  and  designation  oj 
trustee),  as  trustee  for  behoof  of  my  creditors,  and  to  his  successors  in  office,  my 
whole  estate  and  effects,  heritable  and  movable  :  And  I  consent  to  the  registration 
hereof  for  preservation. — In  witness  whereof,  &c. 
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Within  seven  days  after  the  issue  of  his  extract,  the  trustee  reports 
orally  to  the  Sheriff  when  the  estate  will  probably  be  ready  for  division, 
and  a  deliverance  is  pronounced,  fixing  the  time  and  place  for  the  second 
meeting  of  creditors.  Within  seven  days  after  the  date  of  the  deliverance, 
he  inserts  in  the  Edinburgh  Gazette  a  notice  in  form  here  given,  and  also 
sends  a  circular  to  the  creditors  in  Form  No.  3,  and  gives  notice  to  the 
debtor  to  attend.     Both  forms  are  statutory. 


Form  2,  Gazette  Notice  of  Trustee's  Appointment,  &c. 

(Act  of  Sederunt,  22nd  December,  1882,  Sched.  B.) 

The  estates  of  {insert  name  and  designation  of  debtor)  have,  in  virtue  of,  and 
for  the  purposes  of  the  Cessio  Acts,  been  transferred  to  {insert  nartie  and  designa- 
tion and  place  of  business  of  trustee),  as  trustee  for  behoof  of  his  creditors. 
Creditors  must  lodge  their  claims  with  the  trustee  on  or  before  {insert  date). 

The  creditors  meet  before  the  Sheriff  within  ,  on  . 

at  o'clock  noon. 

{To  he  signed  by  the  Trustee  or  his  Agent. 


Form  3,  Circular  to  Creditors  intimating  Trustee's 
Appointment,  &c. 

{Act  of  Sederunt,  22nd  December,  1882,  Sched.  C.) 

The  estates  of  {insert  name  and  designation  of  debtor)  have  been  transferred,  in 
virtue  of  and  for  the  purposes  of  the  Cessio  Acts,  to  {insert  name  and  designation 
and  place  of  business  of  trustee),  as  trustee  for  behoof  of  his  creditors.  Creditors 
claiming  on  the  estate  must  transmit  to  the  trustee  an  affidavit  and  claim,  with 
the  vouchers  of  debt,  on  or  before  {insert  date). 

Creditors  whose  claims  may  be  rejected  in  whole  or  in  part  will  have  notices 
posted  to  them  on  or  before  {insert  date). 

Creditors  whose  claims  may  be  admitted  will  receive  no  further  notice. 

The  claims,  with  the  trustee's  deliverances  thereon,  may  be  inspected  in  the 
Sheriff- Clerk's  office  {insert  address),  on  and  after  the  {insert  date). 

The  creditors  will  meet  in  presence  of  the  Sheriff,  within  ,  on 

the  day  of  ,  at  o'clock  noon, 

and,  at  that  meeting,  the  Sheriff  will  hear  and  determine  any  questions  which  may 
be  raised  as  to  the  claims  admitted  or  rejected,  or  as  to  the  trustee's  or  law  agent's 
accounts,  and  will  fix  the  trustee's  remuneration.  At  said  meeting  a  dividend 
may  be  declared. 

Those  creditors  who  intend  to  object  to  any  of  the  trustee's  deliverances  on 
claims,  or  to  support  any  such  deliverance  objected  to,  must  be  prepared,  if  neces- 
sary, to  lead  proof  before  the  Sheriff  at  the  said  meeting,  and  may  obtain  from  the 
Sherifi-CIerk  a  warrant  to  cite  witnesses  or  custodiers  of  writs. 

Any  creditor  intending  to  object  to  tLe  trustee's  deliverance  on  any  other 
creditor's  claim,  must  post  in  a  registered  letter  to  that  creditor,  and  to  the  trustee, 
at  least  three  days  before  said  meeting,  a  notice  of  such  intention,  stating  the 
nature  and  particulars  of  the  objection. 
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The  state  of  the  debtor's  affairs,  so  far  as  the  trustee  can  ascertain  at  present, 
is  as  follows : — 

1.  Liabilities       .         .         .         .         .         .         .         •         •  ^ 

2.  Assets,  less  preferable  claims 


Deficiency ^ 


[Any  creditor  intending  to  object  to  the  deliverance  rejecting  his  own  claim 
must  post,  in  a  registered  letter  to  the  trustee,  at  least  three  days  before  the  meet- 
ing, a  notice  of  such  intention,  stating  the  nature  and  particulars  of  the 
objection.] 

A.  B.,  Trustee. 

Affidavits  and  Claims. — The  rules  of  the  Bankruptcy  Acts  apply, 
mutatis  mutandis,  to  affidavits  and  claims,  vouchers,  ranking,  and  valua- 
tion and  deduction  of  securities  in  cessio.  Affidavits  and  vouchers  must 
be  transmitted  to  the  trustee  twenty-one  days  before  the  second  meeting ; 
or,  if  a  subsequent  dividend  is  declared,  fourteen  days  prior  to  the  date  of 
payment.  In  the  latter  case,  the  trustee  must  send  notice  to  any  creditor 
known  to  him  who  has  not  lodged  a  claim,  stating  the  last  date  for  lodging 
claims. 

Adjudication  on  Claims. — Unless  there  are  no  funds,  in  which  case 
the  Sheriff  may  dispense  with  adjudication,  the  claims  must  be  adjudicated 
on ;  the  list,  with  deliverances,  claims,  and  vouchers,  be  lodged  with  the 
Clerk  of  Court ;  and  notices  posted  to  each  creditor  whose  claim  is  rejected 
in  whole  or  in  part,  all  at  least  ten  days  prior  to  the  meeting.  The  form  is 
similar  to  that  used  in  sequestration.  Notice  must  be  given  to  the  trustee 
of  the  nature  and  particulars  of  a  creditor's  objection  to  the  deliverance 
on  his  claim  by  registered  letter,  posted  three  days  at  least  before  the 
second  meeting.  The  debtor  has  a  similar  right  to  object  to  any  deliver- 
ance. A  creditor  who  makes  objection  to  deliverance  on  claims  of  other 
creditors,  besides  intimation  to  the  trustee,  must  send  a  like  notice  to  the 
creditor  whose  claim  he  objects  to. 

Form  4,  Minute  of  Second  Meeting 
{The  debtor  must  attend  at  this  meeting) 

Minute  of  second  meeting  of  the  creditors  of  B.  D.  (designation),  held 
within  the  Sheriff-Court  House,  ,  on  ,  the 

day  of  ,19         ,  at  o'clock 

noon. 

In  presence  of  W.  G.,  Esquire,  Advocate,   Sheriff- Substitute  of 
shire,  at 

Present.— T.  S.  {designation),  Trustee ; 

G.  M.,  Solicitor,  Agent  of  the  Trustee; 
B.  D.,  the  Debtor; 

and  the  following  Creditors  : — 
A.  B.  {designation) ; 
&c.,  &c. 

There  was  produced  the  circular  calling  the  meeting,  with  certificate  of  post- 
age annexed,  and  also  the  state  of  ranking  prepared  by  the  trustee. 
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No  objections  were  taken  to  the  trustee's  deliverances  [or  notice  having  been 
given  of  objections  to  several  of  the  trustee's  deliverances],  the  Sheriif,  after  hear- 
ing parties  [or  parties'  procurators],  thereon  [and  noting  the  said  objections  and 
answers]  disposed  of  the  same,  and  settled  the  rankings  of  the  creditors. 

The  debtor  was  also  further  examined  relative  to  his  affairs. 

The  law-agent's  account,  duly  taxed  by  the  Auditor  of  the  Sheriff-Court,  was 
thereafter  produced. 

There  was  also  laid  before  the  meeting  the  trustee's  account  of  intromissions 
and  vouchers,  and  no  objections  having  been  taken  thereto,  were  approved  [or, 
and  the  Sheriff,  after  consideration  of  the  objections  made  thereto,  repelled  the 
same,  and  approved  of  the  account ;  or,  ana  sustained  the  same,  and  after  making 
the  necessary  alterations  thereon,  approved  of  the  account  as  altered]. 

The  Sheriff  thereafter  fixed  the  trustee's  commission  at  per  cent,  upon 

the  gross  sums  realised  by  him. 

The  Sheriff  further  appointed  the  sum  of  £  to  be  paid  to  the 

creditors,  according  to  their  rankings,  on  the  day  of 

next,  as  an  interim  [or  final]  dividend. 


Form  5,  Report  by  Trustee  to  support  Petition  for 
Discharge  of  Debtor 

Keport  by  T.  S.  (designation),  trustee  on  the  bankrupt  estate  of  B.  D. 
(designation),  under  decree  in  a  process  of  cessio  honorum  at  the  instance 
of  (or  against)  the  said  B.  D. 

The  trustee  begs  to  report  that  the  said  B.  D.  has  complied  with  the  provi- 
sions of  the  Bankruptcy  (Scotland)  Acts,  1656  to  1881,  and  of  the  Cessio  Acts, 
and  in  particular  that  he  has  made  a  satisfactory  discovery  and  surrender  of  his 
estates,  has  attended  the  diets  of  examination  and  meetings  of  creditors,  has  not 
been  guilty  of  collusion,  and  that  his  bankruptcy  has  arisen  from  innocent 
misfortunes  [or  losses  in  business],  and  not  from  culpable  or  undue  conduct. 

T.  S.,  Trustee. 

(Place  and  Date.) 


Form  6,  Minute  of  Concurrence  by  Creditors 

We,  the  undersigned,  creditors  or  mandatories  for  creditors  of  B.  D.  (designa- 
tion), with  respect  to  whom  decree  of  cessio  has  been  pronounced,  having  seen 
the  report  by  the  trustee  on  his  estate,  dated  ,19  ,  concur  in  a 

petition  to  be  presented  by  the  said  B.  D.  to  the  Sheriff  of  ,  at 

,  to  be  finally  discharged  of  all  debts  contracted  by  him  before 
the  date  of  the  decree  of  cessio  honorum,  in  terms  and  under  the  provisions  of  the 
Bankruptcy  (Scotland)  Acts,  1856  to  1881. 

(To  he  signed  hy  Creditors  or  Mandatories.) 
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Form  7,  Certificate  by  Trustee  to  the  Foregoing  Minute 

I,  T.  S.  (designation),  trustee  on  the  estate  of  the  above-mentioned  B.  D., 
certify  that  the  creditors  who  have  signed  the  foregoing  Minute  of  Concurrence 
are  a  majority  in  number,  and  more  than  four-fifths  [or  other  necessary  proportion] 
in  value  of  the  creditors  who  have  produced  oaths  and  claims  to  be  ranked  on  the 
estate  of  the  said  B.  D. 

(Place  and  Date.) 

A  debtor  may  apply  to  be  discharged — (1)  after  six  months  from  the 
date  of  cessio,  with  concurrence  of  a  majority  in  number  and  four-fifths  in 
value  of  his  creditors ;  (2)  after  twelve  months,  of  a  majority  in  number 
and  two-thirds  in  value;  (3)  after  eighteen  months,  of  a  majority  in 
number  and  value ;  and  (4)  after  two  years,  without  any  consents. 

For  other  Forms  in  Scots  Bankruptcy,  see  Sequestration. 

Charter  Party.     See  Shipping  Forms 


Check  Slips  and  Summaries 

A  BUSINESS  which  is  conducted  in  separate  departments  must  adopt  some 
method  of  advising  the  counting-house  of  the  nature  of  the  various  cash 
sales,  so  that  the  amounts  may  be  credited  to  the  proper  departments. 
"  Departments  "  in  this  connection  covers  any  sub-divisions  of  the  depart- 
ments proper,  for  accounting  purposes.  This  is  most  conveniently  done  by 
check  slips,  which  are  bound  in  books,  and  of  which  a  carbon  copy  is 
made ;  one  slip  is  handed  to  the  purchaser,  and  the  other  is  sent  up  to 
the  counting-house  with  the  cash.  On  the  carbon  copy  being  received 
at  the  cash  desk  along  with  the  cash  it  is  filed,  and  at  the  end  of  the  day 
a  summary  or  classification  of  these  checks  is  prepared,  so  as  to  show  the 
total  ready  money  sales  for  each  department,  and  also  the  sales  effected  by 
the  different  salesmen. 


iTo. 


Form  1,  Check  Slip 

Bought  of  A.B.&  Co. 


(Date.) 


Dept. 


(Salesman)  No. 


The  book  of  Check  Slips  should  have  a  small  counterfoil  attached, 
containing  just  sufficient  space  for  the  printed  progressive  number  borne 
by  the  check  itself,  the  date,  and  the  amount  of  the  sale.  At  the  close  of 
business,  daily,  the  salesman  should  sum  the  amounts  on  his  counterfoils, 
and  his  total  should  agree  with  the  cross-summation  of  the  departmental 
credits  appearing  opposite  his  number  in  the  Daily  Summary  Book. 
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Form  2,  Desk  Summary 


Dept. 


{Date.) 


Salesman  No. 


1.  2.  3.  4.  5.  6.  7.  8.  9. 

£    8.     d.    £    8.     d.    £    s.     d.    £    s.     d.    £     s.     d.    £    8.     d.    £    8.     d.     £    s.     d.    £    8.     d. 


A  separate  page  or  sheet  of  this  Desk  Summary  is  appropriated  to 
each  department.  The  totals  of  the  above  columns  give  the  day's  sales  by 
the  various  salesmen  for  the  particular  department  or  counter  to  which 
the  summary  relates ;  these  totals  must'  next  be  brought  together  in  a 
Daily  Summary,  so  as  to  give  the  total  cash  sales  for  each  department  for 
the  day. 


Form  3,  Daily  Summary  Book 


Date 


Salesman's  No. 

Department. 

TotaL 

A.                B. 

C. 

D. 

E. 

F. 

G. 

H. 

1. 

£  s.   d. 

£   s.   d. 

£   s.    d 

£   s.   d. 

£  8.  d. 

£    8.     d. 

£    8.     d. 

£    8.    d. 

£   s.   d. 

2. 

3. 

1 
1 

4. 

5. 

(fee. 

I 

i 

The  figures  for  the  foregoing  summary  are  got  in  the  Desk  Summary  for 
each  department,  and  obviously  the  amounts  in  the  total  column  in  this 
form  must  represent  the  aggregate  sales  effected  by  each  salesman  for 
the  day.  The  sum  of  the  total  column  represents  the  total  cash  sales 
for  the  day  and  should  equal  the  cash  received  at  the  cash  desk.  The 
totals  for  the  various  departments  as  shown  in  the  above  form  must  next 
be  carried  to  the  Dissection  Book,  where  they  would  be  grouped  with  the 
credit  sales  as  dissected  from  the  Day  Book,  and  thus  the  total  credits 
to  each  department  in  respect  of  sales,  both  cash  and  credit,  would  be 
arrived  at. 

Form  No.  3  is  not  essential  where  a  Dissection  Book  is  kept.  Thus,  in  a 
business  doing  both  a  cash  and  a  credit  trade,  the  departmental  sheets  of 
Form  No.  2  can  be  cross-summed,  and  the  grand  totals  thus  given 
represent  the  sales  for  the  respective  departments  for  the  day;  these 
totals  can  then  be  carried  directly  into  their  appropriate  departmental 
columns  in  the  Dissection  Book  as  the  day's  cash  sales. 
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Cheques 

No  particular  form  is  necessary  for  an  order  upon  a  bank,  provided  the 
essentials  are  observed.  These  essentials  are — (1.)  A  cheque  must  be  in 
writing ;  it  may  be  with  the  exception  of  the  signature,  printed,  litho- 
graphed, or  engraved ;  it  may  be  written  and  subscribed  in  pencil  (Geary 
V.  Physic,  5  B.  and  C.  234).  (2.)  A  cheque  need  not  be  dated,  and  is  not 
invalid  only  by  reason  that  it  is  post-dated  or  ante-dated,  or  that  it  bears 
date  on  a  Sunday.  A  post-dated  cheque  may  validly  be  negotiated  prior 
to  the  date  it  bears  (Royal  Bank  v.  Tottenham  (1894),  2  Q.B.  715).  (3.) 
A  cheque  must  contain  an  unconditional  order  to  pay.  (4.)  A  cheque 
must  be  drawn  on  a  bank.  (5.)  A  cheque  must  be  signed  by  the  drawer, 
but  if  initialing  be  a  drawer's  usual  mode  of  subscription,  then  his  initials 
will  be  sufficient.  (6.)  A  cheque  must  be  payable  on  demand.  (7.)  A 
cheque  must  be  for  a  sum  certain  in  money,  and  if  expressed  in  both 
words  and  figures,  and  these  disagree,  the  words  override  the  figures.  (8.) 
A  cheque  must  be  made  payable  to  the  order  of  a  specified  person  or  to 
bearer.  (9.)  A  cheque  must  bear  a  penny  stamp ;  if  it  be  drawn  within 
the  United  Kingdom,  the  stamp  duty  may  be  an  adhesive  stamp  ;  but  if  it 
be  drawn  out  of  the  United  Kingdom,  the  duty  must  be  impressed. 


Form  1,  Bearer  Cheque 

{Counterfoil.)  (Place  and  Date.) 

No.  No. 

Payee 


Date  To  (name  and  address  of  Banker)  Id. 

Stamp. 

Pay  to  (name  of  Payee^  if  any)  or  Bearer 
the  sum  of  (amount  to  he  wholly  written  in  words) 
Sterling. 

£>  £  Stg.  (Signature  of  Drawer.) 

This  cheque  being  payable  to  bearer  needs  no  endorsement  by  the 
payee,  if  named,  before  payment  by  the  banker  on  whom  it  is  drawn. 


Form  2,  Order  Cheque 

(Counterfoil.)  (Place  and  Date.) 

No.  No. 

Payee 


Date  To  (name  and  address  of  Banker)  Id. 

Stamp. 


Pay  to  (Payee^s  name  and  designation)  or  Order 
the  sum  of  (amount  to  be  wholly  written  in  words) 
Sterling. 
£  £  Stg.  (Signature  of  Drawer.) 

This  cheque  must  be  endorsed  by  the  party  in  whose  favour  it  is  drawn. 
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ENDORSEMENT 

As  indicated  on  the  cheque  itself,  this  form  of  draft  on  a  bank  must  be 
endorsed  by  the  payee.  All  titles  or  marks  of  rank  should  be  omitted  as 
prefixes  to  the  endorsement  but  may  be  added  as  descriptions,  thus,  a 
cheque  made  payable  to  "  Mr.  Smith  "  should  be  endorsed  by  the  ordinary 
signature  of  the  payee;  and  a  cheque  payable  to  "Col.  Jones"  may  be 
endorsed  "  W.  Jones,  Col."  A  cheque  payable  to  "Mrs.  John  Jones," 
should  be  endorsed  with  the  lady's  own  name,  adding  "  wife  of  (or  widow 
of)  John  Jones."  A  cheque  payable  to  a  firm  may  be  endorsed  by  any  of 
the  partners,  which  endorsement  binds  the  firm,  but  an  agent  signing 
per  procuration  endorses  thus — 

Per  pro.  B.  «fe  C.  {the  principals), 
A.  (the  agent). 

An  endorsement  for  a  company  is  usually  made  by  the  manager, 
secretary,  cashier,  or  directors,  and  these  officials  when  endorsing  should 
add  to  the  company's  name  their  own  name  and  official  designation,  thus — 

.     For  the  A.  B.  Company,  Ltd., 
C.  D.,  Manager. 

An  agent  holding  a  power  of  attorney  would  endorse, 

John  Jones, 

By  his  attorney,  Henry  Smith. 

A  cheque  payable  to  "  the  executors  of  A.  B."  is  usually  endorsed  by 
one  of  the  executors  on  behalf  of  the  executry,  thus — 

For  self  and  co-executors  of  A.  B., 
John  Smith. 

On  the  other  hand,  trustees  must  all  sign  in  an  endorsement. 
A  cheque  payable  to  a  party  who  cannot  write  should  be  endorsed  by 
the  payee  making  his  mark  in  the  presence  of  a  witness,  thus — 

Henry  Jones, 

.  X 

His  mark 
Witness,  J.  Smith, 

10  West  Street,  London,  N. 

An  endorsement  is  either  "  in  blank  "  or  "  special."  The  former  is  the 
bare  signature  of  the  payee,  no  further  payee  being  specified  by  him  in  his 
endorsement ;  the  latter  specifies  the  person  to  whom  or  to  whose  order 
the  cheque  is  to  be  payable,  thus — 

Pay  to  the  order  of  John  Jones, 
Henry  Smith. 

A  special  endorsement  may  follow  an  endorsement  in  blank. 


CROSSINGS 

A  cheque  is  said  to  be  crossed  when  two  transverse  lines  are  drawn 
across  its  face  and  the  words  "  &  Co."  or  the  name  of  a  bank  is  interlined. 
The  drawer  or  any  holder  of  a  cheque  may  cross  it.  The  crossing  is  either 
"general"  or  "special,"  according  as  it  specifies  or  does  not  specify  any 
particular  banker  to  whom  the  bank  on  whom  it  is  drawn  is  to  make  pay- 
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ment.  The  crossing  on  a  cheque  insures  only  that  the  amount  of  that 
cheque  shall  be  paid  into  a  bank  account  instead  of  being  cashed.  The 
crossinors  referred  to  are — 


General. 


Special. 


When  the  words  "  Not  negotiable  "  are  written  on  the  face  of  a  cheque, 
they  do  not  imply  that  the  cheque  cannot  be  negotiated  by  endorsement 
in  the  usual  way,  but  merely  that  they  do  not  give  any  holder  an  indis- 
putable right  to  the  amount  of  that  cheque  simply  because  he  has  acquired 
possession.  Every  holder  on  acquiring  such  a  cheque  gives  value  for  it  at 
his  own  risk,  as  he  cannot  acquire  any  better  title  to  the  cheque  than  the 
party  had  from  whom  he  got  it,  and  if,  therefore,  his  endorser's  title  were 
bad,  so  also  is  his. 


Form  3,  Notice  of  Dishonour  of  Cheque 

(Place  and  Date.) 

To  (the  Drawer's  name  and  address). 

Take  notice  that  a  cheque,  dated  the  23rd  day  of  November,  19         ,  drawn 
by   you   upon   the  Bank  for  the  sum  of  £  ,  payable   to 

{Payee's  name),  or  order,  has  been  dishonoured  by  non-payment. 

{Si(j nature  of  holder.) 


Form  4,  Stoppage  of  Payment  of  Cheque 

{Place  and  Date.) 
To  {Name  and  Address  of  the  Banker 
on  whom  drawn). 

Sir, — A  cheque  drawn  by  me,  dated  {date  of  cheque),  for  £  ,  payable 

to  ( Payee's  name),  has  been  lost  {or  indicate  other  circumstances  to  guide  the 
hanker  in  his  action),  and  you  might,  therefore,  refuse  payment  of  the  same  on 
presentation  {or,  you  might  make  inquiries  before  paying  the  same). 

{Drawer's  siynature.) 

If  the  cheque  were  crossed  "  Not  negotiable,"  and  had  been  stolen  or 
lost,  payment  could  be  stopped ;  but  if  the  cheque  were  not  so  crossed  the 
holder  could  not  be  refused  payment,  but  inquiries  could  be  made  which 
might  lead  to  the  discovery  of  the  persons  who  obtained  value  for  the 
cheque  without  having  a  good  title  thereto.  Payment  of  a  cheque  may 
also  be  stopped  by  the  drawer  simply  by  giving  notice  to  the  banker  not 
to  pay  it  on  presentation  even  by  the  payee.  The  cheque  was  the  drawer's 
authority  to  the  bank  to  pay,  and  the  notice  stopping  is  the  countermand 
of  that  authority.     (See  Bills  of  Exchange  Act,  1882,  sec.  75.) 
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Form  5,  Indemnity  for  issue  of  Duplicate  of  lost  Cheque 

Under  section  69  of  the  Bills  of  Exchange  Act,  1882,  the  holder  is 
entitled  to  a  duplicate  of  a  bill  which  has  been  lost  before  it  was  overdue, 
on  giving  the  drawer  an  undertaking  to  indemnify  him  in  the  event  of  the 
bill  being  found  again  and  negotiated.  This  section  also  applies  to 
cheques. 

(Place  and  Date.) 
To  {Drawer^s  name  and  address). 

Sir, — The  cheque  for  £,  ,  dated  23rd  November,  19         ,  drawn  by 

you  in  my  favour  having  been  lost,  and  considering  that  you  have  this  day  given 
me  another  cheque  in  the  same  terms,  I  hereby  undertake  to  indemnify  you  for 
any  loss  which  you  may  sustain  through  the  payment  of  the  first-mentioned 
cheque  by  your  bankers  on  its  presentation  to  them,  and  I  further  undertake  to 
relieve  you  of  all  expenses  which  you  may  incur  in  connection  therewith. 

(Signature  of  Payee  in  cheque.) 


Cheque  Forms  with  Forms  of  Receipts  attached. 

Among  local  authorities  the  practice  of  issuing  combined  orders  on 
their  bankers  and  receipts  to  be  executed  by  the  payees  of  these  orders 
has  in  recent  years  been  much  in  evidence.  There  are  no  special  features 
in  such  forms.  The  cheque  part  of  the  form  is  in  the  common  terms,  and 
the  receipt  is  a  bare  acknowledgment  of  having  received  the  amount 
named.  The  cheque  and  receipt  together  should  be  paid  into  the  bank. 
In  adopting  any  of  the  forms  now  in  common  use,  it  should  be  observed 
that  if  there  be  introduced  into  the  cheque  form  a  condition  of  payment 
that  the  attached  receipt  be  executed,  the  order  to  pay  is  no  longer  a 
cheque,  not  being  an  unconditional  order  to  pay. 


Circular  Notes.     See  Banking 


Clubs,  Societies,  and  Associations 

These  are  of  a  various  order  and  embrace  literary  and  scientific  societies 
and  social  and  athletic  clubs. 


Form  1,  Form  of  Receipt  for  Annual  Subscription 

(Counterfoil.)  Name  of  Association. 

No.  '  No. 

Date  (Place  and  Date.) 

■^  Received  from  (Member's  name  and  designation) 

the  sum  of  sterling,  being  his  Annual 

5^      .  Subscription  as  a  Member  of  the  Association  for  the 

Session     19     -         [o?-,    for    the    year    ending    31st 
£  December,  19     .] 

Treas.  <£  Stg.  ,  Treasurer. 
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The  receipts  should  invariably  be  put  up  in  books  and  be  pro- 
gressively numbered.  Every  receipt  should  be  accounted  for  (1)  by  an 
entry  in  the  cash  book  for  the  subscription,  or  (2)  by  the  production  of  the 
receipt  itself  at  the  audit  if  the  subscription  be  in  arrear,  or  (3)  by  a 
portion  of  it  being  attached  to  the  counterfoil,  if  it  has  been  cancelled  on 
account  of  some  mistake. 


Form  2,  Form  of  Receipt  for  Entry  Money  and  First  Annual 

Subscription 


{Counterfoil.) 
No. 


Date 
Name 


£ 


Treas. 


Name  of  Association. 


No, 


(Place  and  Date.) 
Received  from  {Memher^s  name  and  desigiiation) 
the  sum  of  sterling,  in  payment  of  his 

Entry  Money  to  the  Association  and  his  First  Annual 
Subscription    as    a    Member   thereof,    being   for   the 
Session     19     -         [or^     for    the    year    ending    31st 
December,  19     .] 
£  Stg.  ,  Treasurer. 


Form  3,  Treasurer's  Register  of  Members 

The  Secretary's  Register  need  only  contain  the  particulars  shown  in  the  first 
two  columns  below. 


Name,  Designation,  and 
Address. 


(The  surname  should 
appear  first,  as  the 
Register  is  in  alpha- 
betical order.) 


Date  of 
Admission. 


Arrears.      19 


£    s.     d. 


19 


The  register  should  be  in  the  form  of  an  index  and  the  names  of  the 
members  so  spread  out  over  it  as  to  leave  sufficient  blanks  for  the  entry 
of  new  names  in  their  proper  order.  The  Arrears  column  is  for  the  arrears 
due  by  the  members  at  the  date  of  opening  this  new  register ;  and  the 
columns  for  the  years  should  be  filled  up  by  the  entry  of  the  cash  book 
folio  on  which  the  entry  for  each  year's  subscription  appears.  Resignations, 
deaths,  and  lapses  should  be  written  across  these  columns.  Card  indexes 
are  now  coming  largely  into  favour  for  this  class  of  record. 


^ 
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Form  5,  Abstract  of  the  Treasurer's 
31st  December,  19 

Receipts 
Balances  at  1st  Jan.  19    — 
Cash  on  hand  £> 

Cash  in  Bank 


Subscriptions  for  the  cur- 
rent year — 

145  Members  at  £ 

Arrears    of    Subscriptions 
for  previous  years 

Entry  Money  of  10  new 
Members 

Interest  on  Investments 
and  Income  -  Tax  re- 
covered 

"  Transactions "  sold  to 
Public 


Intromissions  for  the  Year  ended 
[or  Session  19      ] 

Payments 

Printing  "  Transactions  " 
and  Billets  .         .         .    £, 

Expenses  of  Meetings, 
including  Rent    . 

Library  Expenses,  includ- 
ing Rent  and  Care- 
taker's Wages 

General  Expenses,  includ- 
ing Stationery,  Adver- 
tising, and  Postages     . 

Balances  at  31st  Decem- 
ber, 19      — 
Cash  on  hand   £ 
Cash  in  Bank 


Form  6i  Account  of  the  Revenue  and  Expenditure  of 
the  Society  for  the  Year  ended  31st  December,  19 


Revenue 

Subscriptions  of  Members- 
150  Members  at  £ 

Entry  Money  —  10  new 
Members  at  £ 

Interest  on  Investments 
and  Income-Tax  re- 
covered 

"  Transactions  "  sold  to 
Public 

Total  Revenue  for  Year 

Funds  at  the  close  of  last 
Account : — 

Investments  .  £ 

Cash  at  Bank 

Cash  on  hand 

Arrears  of  Sub- 
scriptions   . 


£ 


Expenditure 

Printing  "  Transactions  " 
and  Billets  (including 
£        outstanding)         .  £ 

Expenses  of  Meetings,  in- 
cluding Rent 

Library  Expenses,  includ- 
ing Rent  and  Caretaker's 
Wages 

General  Expenses     . 

Total  Expenditure  for 
Year    .         .         .         .  £ 

Funds  at  close 
Account : — 

Investments   . 

Cash  at  Bank 

Cash  on  hand 

Arrears  of  Sub- 
scriptions   . 

Less  Printing 
Account  out- 
standing 


of    this 


Auditors'  Certificate 
(Place  and  Date.)—'WQ  have  examined  the  accounts  of  the 
Society  for  the  year  ended  31st  December,  19  ,  of  which  the  above  is  an 
Abstract,  and  have  found  the  same  to  be  correct  and  sufficiently  vouched  and 
instructed.  We  have'  also  examined  the  securities  for  the  Investments  and 
have  found  them  in  order.  Auditors. 
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Form  7,  Abstract  of  Treasurer's  Accounts,  introducing 
Life-Membership  Subscriptions 

Abstract  of  the  Accounts  of  A.  B.  as  Treasurer  of 
the  Society  for  Session  19     -19     . 


Charge 

Discharge 

I.  Balances  at  the  close  of  last 

I.  Account      for      "Proceed- 

Account— 

ings,  "  Billets,  and  General 

1.  Ordinary  Funds. 

Printing  (including  Post- 

In Bank- 

ages)         ....  £ 

On  Deposit  Receipt       .  £ 

Deduct — Amount  estimated 

On  Current  Account      . 

as    outstanding  at  close 

In  hands  of  Treasurer 

of  last  Account      . 

£ 

Deduct— 

£ 
II.     Library— Rent,  Cleaning, 

Account  (estimated)  due  for 

Jnsurance,  and     General 

printing  "Pro- 

Expenses. 

ceedings  "        .  £, 

III.  Meetings — Rent  and  In- 

Rent accrued      . 

cidentals  .... 

IV.    Postages  and  Miscellane- 

ous Expenses   .         .        . 
V.     Subscriptions  paid  in  ad- 

£ 

2.  Life    Members'    Subscrip- 

vance last  Session    . 

tion  Fund. 

VI.  Balances  at  the  close  of 

Invested  in  Trustee  Stocks, 

this  Account — 

and  on  Deposit  Receipt 

1.  Ordinary  Funds. 
In  Bank- 

£ 

On       Deposit 

II.  Members'  Contributions — 

Receipt       .  jg 

Arrears  at    close  of    last 

On       Current 

Account .         .  £ 

Account      . 

Deduct— ATre&ra 

In      hands      of 

written  off  as 

Treasurer    . 

irrppriVpraW  p 

AAXCVW  V  CXCVLIXO      • 

£ 
Deduct— 

£ 

Annual         Sub- 

Rent accrued     . 

scriptions    for 

Session,        — 

£ 

150    Members 

2.  Life     Members' 

at£ 

Subscription 

Fees      of      Ad- 

Fund. 

mission  of   10 

Invested  in  Trus- 

new Fellows   . 

tee  Stocks,  and                        ^ 

on  Deposit  Re- 

£ 

ceipt 

T)pfl.l!i\f. A  rrpn  ra 

at  close  of  this 

Account . 

III.  Members'   Life  Subscrip- 

tions     .... 

IV.  Contributions  paid  in  ad- 

vance     .... 

V.  Subscriptions  to  Library  . 

VI.  "Proceedings"     sold     to 

Public   .... 

VII.  Interest  on  Investments  . 

Sum  of  the  Charge  .        .  £ 

Sum  of  the  Discharge     .  £ 

15 
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The  Life-Membership  Fund  will  be  increased  each  year  by  the  com- 
pounded fees  of  new  life  members  and  diminished  by  the  fees  falling 
into  the  Ordinary  Funds  through  the  death  of  life  members.  In  this  way 
the  Life-Membership  Subscription  Fund  at  the  close  of  the  accounts  will 
in  any  year  amount  to  the  total  of  the  fees  received  from  life  members 
then  alive.  All  the  revenue  from  the  Life-Membership  Subscription  Fund 
falls  into  the  Ordinary  Funds. 

By  6  &  7  Vict.  c.  36  the  buildings  of  a  society  "instituted  for  the 
purposes  of  science,  literature,  or  the  fine  arts  exclusively,"  and  occupied 
by  it  for  the  transaction  of  its  business  are  exempt  from  rates  on  certain 
conditions — viz.  the  Society  (1)  must  be  wholly  or  partly  supported  by 
annual  voluntary  contributions ;  (2)  must  expressly  prohibit  by  its  rules 
the  payment  of  any  dividend  or  bonus  in  money  to  its  members  ;  and  (3) 
must  obtain  a  certificate  from  the  Registrar  of  Friendly  Societies  (from  the 
Lord  Advocate  in  Scotland)  that  it  is  entitled  to  the  benefits  of  the  Act. 
It  is  sufficient  for  the  purpose  if  the  society's  Constitution  or  Rules 
contain  such  a  clause  as  the  following : — 

Form  of  Clause  to  entitle  to  exemption  from  Rates 

The  Society  shall  not  make  any  dividend,  gift,  division,  or  bonus  in  money 
unto  or  between  any  of  its  members. 


Companies 


Introductory 


The  forms  applicable  to  company  formation,  administration,  and  winding 
up  are  many  and  various,  and  the  following  suggested  forms  are  therefore 
only  such  as  are  in  most  frequent  demand  and  on  which  there  is  practical 
unanimity  of  opinion  and  practice.  The  forms  will  be  grouped  under  the 
following  heads : — 


I.  Articles  of  Association   . 

226 

11.  Audit 

227 

III.  Books— Statistical 

228 

IV.  Capital 

237 

V.  Debentures  and  Debenture  Stock 

264 

VI.  Directors 

268 

YII.  Meetings        .... 

269 

VIII.  Memorandum  of  Association  . 

273 

IX.  Reconstruction 

277 

X.  Winding  up  . 

284 

I.  Articles  of  Association 


Form  of  Resolution  to  alter  Articles 

That  the  Articles  of  Association  of  the  Company  be  altered  by  the  following 
clauses  being  inserted  therein,  as  additions  to  the  existing  regulations  of  the 
Company,  viz. : — 

{Insert  new  clauses) 

or, 

That  the  Articles  of  Association  of  the  Company  be  amended  as  follows : — 
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(1.)  That  the  following  additional  Article  be  inserted  (insert  new  clavse^ 
numbering  it  la,  &g.,  according  to  place). 

(2.)  That  in  Article  6  the  words  "or  at  a  discount"  be  deleted. 

(3.)  That  the  following  clause  be  added  to  Article  [21]  {insert  addition). 

(4.)  That  Article  [28]  be  deleted. 

(5.)  That  Article  [31]  be  deleted,  and  the  following  Article  substituted 
therefor  [insert  new  Article) : — 

(6.)  That  in  Article  [97]  the  following  words  be  inserted  after  the  word 
"Members:" — "according  to  their  rights  and  interests  in  the  profits." 

See  also  Articles  of  Association. 


II.  Audit 

By  Article  84  of  Table  A  of  the  First  Schedule  to  the  Act  of  1862, 
it  is  provided  that  "  the  first  auditors  shall  be  appointed  by  the  directors. 
Subsequent  auditors  shall  be  appointed  by  the  company  in  general 
meeting."  By  sec.  21,  sub-sec.  (1)  of  the  1900  Act  it  is  provided  that 
"  every  company  shall  at  each  annual  general  meeting  appoint  an  auditor 
or  auditors  to  hold  office  until  the  next  general  meeting."  And  by  sub- 
sec.  (4)  "the  first  auditors  of  the  company  may  be  appointed  by  the 
directors  before  the  statutory  meeting,  and  if  so  appointed  shall  hold  office 
until  the  first  general  meeting  unless  previously  removed  by  resolution 
of  the  shareholders  in  general  meeting,  in  which  case  the  shareholders 
at  such  meeting  may  appoint  auditors."  The  provisions  of  sub-sec.  (4) 
are  permissive,  those  of  sub-sec.  (1)  are  obligatory.  The  provisions  of  the 
1900  Act  now  overrule  the  company's  regulations  whether  those  regula- 
tions be  Table  A  or  special.  The  first  auditors  of  a  company  are  as  a 
matter  of  practice  appointed  by  the  directors  or  promoters  of  the  company, 
and  their  names  usually  appear  on  the  prospectus  issued  when  the  capital 
stock  is  offered  for  subscription,  as  required  by  the  1900  Act,  sec.  10 
(1,  L).  In  such  case  the  auditors  must  certify  the  report  of  capital  receipts 
and  payments  laid  before  the  first  statutory  meeting  (1900  Act,  sec.  12  (3)  ). 
A  resolution  appointing  the  company's  auditors  is  an  ordinary  resolution, 
as  it  is  merely  an  ordinary  act  of  administration.  Such  resolution  there- 
fore requires  only  a  simple  majority  of  the  shareholders  present  at  the 
general  meeting  and  needs  no  confirmation.  The  resolution  should 
therefore  take  the  form  of  a  motion  and  be  seconded  and  declared  by  the 
chairman  to  be  carried.     The  following  form  is  sufficient : — 


Form  li  Resolution  appointing  new  Auditors 

That  Messrs.  A.  &  B.,  [chartered]  accountants,  be  appointed  auditors  of  the 
Company  for  the  ensuing  year  [or,  the  year  ending  31st  December,  19  ]  at  a  fee 
of  Fifty  Guineas. 


Form  2,  Resolution  re-electing  retiring  Auditors 

That  Messrs.  A.  &  B.,  accountants,  be  re-elected  the  auditors  of  the  Company 
for  the  ensuing  year  at  the  same  fee  as  formerly,  namely,  Fifty  Guineas. 
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Under  Article  90  of  Table  A  an  extraordinary  general  meeting  of  the 
company  was  necessary  to  fill  a  casual  vacancy  in  the  office  of  auditor, 
but  now  under  sec.  21  (5)  of  the  1900  Act,  the  directors  may  fill  any 
casual  vacancy.  In  filling  such  a  vacancy  the  directors  have  power  to  fix 
the  remuneration  of  the  auditor  so  appointed  by  them,  as  also  of  the  first 
auditors  of  the  company  if  appointed  by  them. 


Form  3,  Resolution  of  Directors  filling  casual  Vacancy 

Resolve  that  Messrs.  A,  &  B.,  accountants,  be  appointed  auditors  of  the 
Company  until  next  general  meeting  of  the  Company,  in  room  of  C.  D.,  who 
has  resigned  [or,  whose  office  was  vacated  through  death],  the  said  auditors  to 
receive  for  the  period  of  their  interim  appointment  a  fee  of  Fifty  Guineas. 

See  also  Auditors'  Certificates  and  Reports. 
As    to    Accounts,  see   Appropriation  of  Profits   and    Revenue 
Accounts  and  Balance  Sheets. 


III.  Books— Statistical 

1.  Advertisement  Closing  Register. — Under  sec.  of  33  the  Act  of 
1862  any  company  under  the  Act  "  may  upon  giving  notice  by  advertise- 
ment in  some  newspaper  circulating  in  the  district  in  which  the  registered 
office  is  situated,  close  the  Register  of  Members  for  any  time  or  times  not 
exceeding  in  the  whole  thirty  days  in  each  year."  This  simply  amounts 
of  course  to  a  refusal  to  register  any  transfers  within  the  period  mentioned, 
so  that  the  register  may  be  available  to  determine  the  voting  rights  of 
members  at  some  general  meeting  which  has  been,  or  is  to  be,  convened, 
and  to  admit  of  the  payment  of  a  dividend  to  the  proper  parties. 


Form  1;  Advertisement  Closing  Register  of  Members 

(Name  of  Company.) 

Notice  is  hereby  given  that  the  Transfer  Books  of  the  above  Company  will 
be  closed  from  the  to  the  19     ,  both  days  inclusive. 

A.  B.,  Secretary. 

Registered  Office, 
Date. 

2.  Annual  List  of  Members  and  Summary. — This  form  is  required 
by  sec.  26  of  the  Act  of  1862  by  all  companies  having  capital  divided 
into  shares.  The  List  of  Members  contains  the  names  and  addresses  and 
occupations  of  all  persons  who  were  members  of  the  company  on  the 
fourteenth  day  after  the  ordinary  general  meeting  in  each  year  or  the 
first  ordinary  general  meeting  of  each  year  if  there  be  more  than 
one,  and  there  must  also  be  given  the  number  of  shares  held  by 
each  of  these  persons  at  the  said  date.  The  summary  must  contain 
the  particulars  enumerated  in  the  section ;  its  form  is  given  as  Form  E 
in  the  Second  Schedule  of  the  1862  Act,  and  is  as  follows : — 
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Form  2,  Summary  and  Annual  List  of  Members 

Form  E 

(As  altered  by  the  Board  of  Trade  pursuant  to  sec.  7 1  of 
the  Companies  Act,  1862.) 

Summary  of  Capital  and  Shares  of  the  Company,  Limited, 

made  up  to  the  day  of  19     . 

(Being  the  fourteenth  day  succeeding  the  day  of  ,19     , 

when  the  First  Ordinary  General  Meeting  in  the  year  was  held.) 

^_      .     .  „     .    .    _  A'  -A  A-  ,    i  [P^ef-]  Shares  of  £      (  [£10]     each 

Nommal  Capital,  £  divided  into  <|  L^^^^^J      ^^         ^^  |  L^^-^J     ^^^^ 

Total  Number  of  shares  taken  up  to  the  day  of    (  [5000  Pref.] 

19       .  '  I  [20000  Ord.] 

(Which  numbers  must  agree  with  the  totals  shown  in  the  list 
as  held  by  existing  members.) 
Number  of  shares  issued  subject  to  payment  wholly  in  cash. 
Number  of  shares  issued  as  fully  paid  up  otherwise  than  for  cash. 
Number  of   shares   issued   as   partly  paid   up  to   the    extent  of 
per  share  otherwise  than  for  cash. 

There  has  been  called  up  on  each  of  shares         .         .         .    £ 

Do.  do.  do.  do £ 

Do.  do.  do.  do £ 

Total  amount  of  calls  received,  including  payments  on  application 

and  allotment £ 

Total   amount    (if   any)   agreed    to   be   considered   as   paid    on 
shares   which   have   been   issued   as   fully   paid 

(otherwise  than  in  cash) .         .         .         .         .         .         .         .    £ 

Total    amount    (if   any)   agreed   to   be   considered   as   paid    on 
shares  which  have  been  issued  as  partly  paid 

up  to  the  extent  of  per  share       ....    £ 

Total  amount  of  calls  unpaid £ 

Total  amount  (if  any)  paid  on  shares  forfeited  .    £ 

Total  amount  of  debt  due  from  the  Company  in  respect  of  all 
mortgages  and  charges  which  require  registration  under  the 
Companies  Act,  1900,  or  which  would  require  such  registra- 
tion if  created  after  the  commencement  of  that  Act  .         .         .    £ 

The  Return  must  be  signed  at  the  end  by  the  Secretary  of  the  Company. 

[When  there  are  dif event  classes  of  shares  the  particulars  of  each 
class  must  be  given  separately.) 


[List  of  Persons  holding  Shares. 
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It  is  almost  always  advisable  to  provide,  as  has  been  done  in  this  form 
of  Call  Register,  columns  for  arrears  of  previous  calls  or  balances  due  to 
or  by  the  member  from  allotment.  The  arrears  or  credit  balances  would 
have  to  be  referred  to  in  the  members'  notices  of  the  call,  and  the 
register  would  therefore  supply  all  the  information  for  the  notice. 

Another  column  may  be  inserted  in  the  "  Payment "  division,  for  the 
Cash  Book  Folio,  if  the  items  are  to  be  passed  through  the  Cash  Book,  or 
for  the  Journal  Folio,  if  the  Journal  be  employed.  It  is  more  usual  to 
journalise  the  daily  receipts  by  the  bankers  on  account  of  the  call.  The 
Journal  would,  of  course,  be  written  up  from  the  advices  got  from  the 
bankers. 

8.  Register  of  Certificates  issued  and  Cancelled 

The  share  certificates  should  be  bound  in  books  with  counterfoils,  and 
when  any  certificate  is  signed  by  an  official,  the  counterfoil  should  be 
initialed  by  him.  The  certificates  will  be  consecutively  numbered.  If  the 
register  be  for  the  record  of  stock  certificates  the  columns  for  the  dis- 
tinctive numbers  of  the  shares  will  not  be  necessary.  The  numbers  of  the 
certificates  cancelled  will  be  entered  on  the  left-hand  half  of  the  page,  and 
when,  as  frequently  happens,  more  than  one  certificate  is  issued  in  respect 
of  the  holding  represented  by  the  cancelled  certificate,  the  numbers  of  the 
various  certificates  issued  for  the  parts  of  the  holding  will  be  entered  on 
the  right-hand  side  of  the  page,  a  corresponding  blank  being  kept  on  the 
cancelled  side  so  that  the  issue  of  new  certificates  will  always  be  recorded 
against  the  cancellations  with  which  they  are  connected. 


Form  8,  Register  of  Certificates  issued  and  Cancelled 


Cancelled. 

Issued. 

No.  of 

Name. 

Shares. 

Numbered 

No.  of 
Cert. 

Name. 

Shares. 

Numbered 

Cert. 

From 

To 

From 

To 

9.  Register  of  Debentures 
Form  9,  Register  of  Debentures 


No.  of 
Deben- 
ture. 


Date  of 
Debenture. 


Name  and 

Address  of 

Holder. 


Description 

of  Property 

Charged. 


Amount. 


£     s.    d. 


Rate  of 

Interest  per 

Annum. 


Dates  on 

which 

Interest 

payable. 


Remarks. 
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11.  Register  of  Mortgages 

See  Companies  Act,  1862,  sec.  43,  and  the  Companies  Act,  1900,  sec. 
14.  The  Sections  of  the  1900  Act  relating  to  the  Registration  of  Mort- 
gages do  not  apply  to  Scotland  (1900  Act,  sec.  34  (2) ). 

Form  11  j  Register  of  Mortgages 


Date  of 
Creation 
of  Charge. 


£    s.     d. 


Name  and  Address  of 
Mortgagee  or  Creditor. 


Particulars 

of  Property 

Charged. 


Date  of 
Redemp- 
tion. 


Eemarks. 


12.  Register  of  Transfers 

There  should  be  a  Register  for  the  Transfers  of  each  of  the  Classes  of 
Shares. 


Form  12,  Register  of  Transfers 


6a 

Transferor's 

Transferee's 

£"2 

Date. 

III 
^1^ 

Name. 

02 

Name. 

Address. 

a 

1 

d  £ 

"1 

ill 

Distinctively  OS. 
of  Shares. 

From 

To 
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13.  Seal  Book 

This  should  contain  a  record  of  all  the  documents  to  which  the  com- 
pany's seal  has  been  affixed,  and  it  should  be  initialed  by  the  officials 
signing  the  document  which  is  sealed.  The  seal  should  of  course  be 
affixed  to  a  deed  at  the  time  of  signing  and  in  the  presence  of  the  officials 
signing. 

Form  13,  Seal  Book 


Date  of 
Sealing. 


Date  of 

Minute 

Authorising. 


Particulars  of  Deed. 


Initials  of 
Officials 
Signing. 


(1.)   (2.)   (3.) 


Remarks. 


IV.  Capital 


The  Application  and  Allotment  Letter  constitute  a  contract  between 
the  applicant  and  the  company.  To  ensure  this,  care  must  be  taken  that 
the  allotment  loiter  does  not  introduce  any  condition  not  contained  in  the 
prospectus  and  application.  In  ordinary  circumstances,  the  allotment 
letter  may  be  posted  to  the  applicant,  and  where  that  is  done  the  contract 
is  complete  when  the  letter  is  posted,  even  although  it  does  not  reach  its 
destination.     It  is  important  to  preserve  evidence  of  posting. 

The  name  of  the  allottee  must  be  entered  on  the  Register  of  Members, 
in  accordance  with  sec.  23  of  the  Companies  Act,  1862 ;  and  a  return  of 
allotments  (for  which  there  is  an  official  form)  must,  in  compliance  with 
sec.  7  of  the  Companies  Act,  1900,  be  made  to  the  registrar  within  one 
month  after  allotment.  And  see  further  as  to  allotments,  sec.  4  and 
folio v/ing  sections  of  the  1900  Act. 

The  forms  given  are  Allotment  Letters  for  Shares  only.  Very  slight 
alterations  are  needed  to  make  them  suitable  for  allotments  of  debentures 
or  debenture  stock,  and,  accordingly,  it  is  not  thought  necessary  to  print 
special  forms  for  these. 

The  stamp  duty  on  an  allotment  letter  is  6d,,  unless  the  nominal 
amount  allotted  is  less  than  £5,  in  which  case  the  duty  is  Id.  (Stamp 
Act,  1891,  as  amended  by  Finance  Act,  1899,  sec.  9).  The  stamp  must  be 
impressed.  An  adhesive  stamp  is  permissible  on  a  Letter  of  Renunciation, 
but  not  on  an  Allotment  Letter. 
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(a.)  Application  foe  Shares 

Form  1,  Application  for  Shares 

The  a.  B.  Company,  Limited 

Incorporated  under  the  Companies  Acts,  1862  to  1900. 

Form  of  Application  for  [Preference]  Shares. 

To  the  Directors  of  The  A.  B.  Co.,  Limited. 

Gentlemen,— Having  paid  to  the  Company's  bankers  the  sum  of  £  , 

sterling,  being  a  deposit  of  [2s.  6d.]  per  share  on  [Preference]  Shares  of 

[£1]  each  in  the  above  Company,  I  [or  we]  hereby  request  that  you  will  allot  to 
me  [or  us]  that  number  of  such  shares,  and  I  [or  we]  agree  to  accept  the  same, 
or  any  less  number  you  may  allot  to  me  [or  us],  upon  the  terms  of  the  prospectus, 
dated  ,  and  the  Memorandum  and  Articles  of  Association  of  the 

Company,  and  I  [or  we]  authorise  you  to  place  my  [or  our]  name[s]  upon  the 
register  of  members  in  respect  of  the  shares  which  may  be  allotted  to  me 
[or  us]. 

Usual  signature 

Full  Christian  name  or  names,  and  surname 

Residence 

Profession  or  occupation 
If  a  lady,  state  whether  married,  a  widow,  or  spinster. 
{Date.) 

The  a.  B.  Company,  Limited 

Receipt  for  Deposit  on  Application  for  [Preference]  Shares. 

(To  be  returned  to  the  Applicant.) 

Received  this  day  of  ,  from  the  sum 

of  Jb  sterling,  being  a  deposit  of  [2s.  6d.]  per  share  on  application  for 

[Preference]  Shares  in  The  A.  B.  Co.,  Limited. 
For  the  Bank 

&  sterling. 

[Receipt  Stamp.] 

This  receipt,  when  received  back  from  the  bankers,  to  be  preserved  by  the 
applicant,  to  be  exchanged,  along  with  the  letter  of  allotment,  for  the  share 
certificate. 

(6.)  Allotment 

Form  2,  Resolution  of  Directors  allotting  Shares 

That,  having  before  us  the  applications  for  shares,  and  a  list  thereof  contain- 
ing the  names  of  the  applicants  and  the  number  of  shares  applied  for  by  each,  we 
hereby  allot  to  these  applicants  the  number  of  shares  respectively  set  opposite 
their  names  in  the  said  list  in  the  column  headed  "  Number  of  Shares  Allotted," 
and  that  we  direct  the  chairman  and  secretary  to  authenticate  the  said  list  by 
subscribing  the  same.  In  those  cases  where  the  allottees  are  subscribers  to  the 
Memorandum  of  Association,  the  shares  now  allotted  shall  be  held  to  include  the 
shares  for  which  they  so  subscribed.  The  shares  now  allotted  are 
in  number,  and  are  numbered  from  to  ,  both  inclusive. 
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Form  3,  Resolution  instructing  Return  of  Allotment 

That  the  Company's  solicitors  be  instructed  to  file  with  the  Registrar  of 
[Joint  Stock  Companies  the  return  of  the  allotments  required  by  the  terms  of 
sec.  7  of  the  Companies  Act,  1900. 

{The  return  itself  must  be  on  the  official  form.) 


Form  4,  Letter  of  Allotment  when  the  Full  Number  of  Shares 
applied  for  has  heen  Allotted 


To. 


The  a.  B.  Company,  Limited 

No 

(Registered  Office.) 

{Date.) 

Sir, — I  am  directed  to  inform  you  that,  in  compliance  with  your  application, 
the  Directors  have  allotted  to  you  [Preference]  Shares  of  .£10  each  in 

this  Company. 

In  terms  of  the  Prospectus,  £>\  per  share  was  payable  on  application  ;  £4  per 
share  is  payable  on  allotment ;  and  the  balance  of  X5  per  share  on  2nd  January, 
19       . 

Under  the  Articles  of  Association,  interest  falls  to  be  charged  at  10  per  cent, 
upon  any  of  these  sums  not  paid  when  due ;  and  where  interest  so  falls  to  be 
charged,  the  matter  will  be  adjusted  at  the  payment  of  the  first  dividend.  In 
terms  of  the  prospectus,  the  instalment  due  2nd  January,  19  ,  may  be  prepaid, 
and  where  that  is  done  interest  will  run  from  the  date  of  prepayment  \or,  if  the 
prospectus  did  not  provide  for  payments  in  advance  of  calls,  and  it  is  not  intended 
to  accept  thesCj  say,  "  It  is  hot  proposed  to  allow  interest  in  respect  of  prepayment 
of  calls"]. 

I  subjoin  a  note  of  the  amount  now  payable  by  you. 

The  amounts  payable  may  either  be  remitted,  free  of  charge,  to  this  ofiice,  or 
paid  in  to  the  credit  of  the  Company  at  the  office  of  the  Bank  of  Scotland  at 
Edinburgh,  London,  or  branches. 

When  all  the  payments  have  been  made,  this  letter,  with  the  receipts 
attached,  should  at  once  be  sent  to  the  secretary,  in  order  that  a  fully  paid-up 
certificate  may  be  issued  [or,  "  Due  notice  will  be  given  when  this  Allotment 
Letter  may  be  exchanged  for  a  Share  Certificate  "]. — I  am,  your  obedient  servant, 

0.  D.,  Secretary. 

Amount  payable  on  application  and  on  allotment  (together,  £5 

per  share)  on  shares  allotted     .  .  .    £ 

Less  amount  paid  on  application  for  shares 


Sum  now  due     .  .    £ 
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The  a.  B.  Company,  Limited. 
Receipt  for  Payment  due  on  Allotment, 


o  p- 

o  § 

o  cu 

OS     L» 

I? 

.J    C3 

!"§ 

-1-3       „ 


a 


tf 


l1 


No. 

Received  this 
,  19 


,  from 


day  of 


the   sum   of  ,   being 

amount  due  on  Allotment,  per  Allotment 
Letter,  dated  14th  November,  19     . 

For  the  Bank  op  Scotland, 


I^ote. — The  above  Receipt  to  be  filled  up 
by  party  to  whom  money  paid,  who  will 
detach  the  corresponding  Advice  Slip. 
Any  interest  to  be  charged  will  be 
adjusted  by  the  Company.  {See  Allotment 
Letter,  supra.) 


The  a.  B.  Company,  Limited. 

Receipt  for  Payment  of  £5  per  Share, 
due  on  2nd  January,  19 


No. 


Received  this 
,  19 


day  of 


from 


the  sum   of  ,   being 

amount  due  on  2nd  January,  19  ,  per 
Allotment  Letter,  dated  14th  November, 
19     . 

For  the  Bank  of  Scotland, 

I^ote. — The  above  Receipt  to  be  filled  up 
by  party  to  whom  money  paid,  who  will 
detach  the  corresponding  Advice  Slip. 
Any  interest  to  be  charged  will  be 
adjusted  by  the  Company.  (See  Allotment 
Letter.) 

When  the  final  payment  is  made,  the 
Allotment  Letter  and  relative  Receipts 
should  be  sent  to  the  Secretary  of  the 
Company,  in  order  that  a  fully  paid-up 
Share  Certificate  may  be  issued.  {See 
alternative  at  end  of  Allotment  Letter.) 


The  a.  B.  Company, 
Limited. 

Advice  Slip. 

Allotment  Letter,  No. 

£  ,  due  on  Allot- 

ment, paid. 


{Date.) 

This  to  be  detached  by  the 
Bankers  to  whom  payment  is 
made,  and  forwarded  to  the 
Company  through  the  Head 
Office  of  the  Bank  of  Scotland. 


The  a.  B.  Company, 
Limited. 

Advice  Slip. 

Allotment  Letter,  No. 

<£  ,  due  2nd  Janu- 

ary, 19     ,  paid. 


{Date.) 

This  to  be  detached  by  th^ 
Bankers  to  whom  payment  is 
made,  and  forwarded  to  the 
Company  through  the  Head 
Office  of  the  Bank  of  Scotland. 
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Form  5,  Letter  of  Allotment  where  a  less  number  of  Shares  has 
been  Allotted  than  was  Applied  for 

(Note. — The  Application  Form  should  bear  that  the  applicant  will 
take  the  number  of  shares  applied  for,  or  any  smaller  number  that 
may  be  allotted.) 


To. 


No 

Letter  of  Allotment. 

The  a.  B.  Company,  Limited 

(Registered  Office.) 

{Date.) 

Sir, — I  am  directed  to  inform  you  that,  in  compliance  with  your  application, 
the  Directors  have  allotted  to  you  Preference  Shares  of  £10  each  in 

this  Company.  The  Directors  regret  that,  owing  to  the  large  number  of  Shares 
applied  for,  they  have  been  unable  to  make  a  larger  allotment  to  you. 

In  terms  of  the  Prospectus,  £1  per  share  was  payable  on  application,  £4  per 
share  is  payable  on  allotment,  and  the  balance  of  £5  per  share  on  2nd  January, 
19  .  Under  the  Articles  of  Association,  interest  falls  to  be  charged  at  10  per 
cent,  upon  any  of  these  sums  not  paid  when  due ;  and  where  interest  so  falls  to 
be  charged,  the  matter  will  be  adjusted  at  the  payment  of  the  first  dividend.  In 
terms  of  the  Prospectus,  the  instalment  due  2nd  January,  19  ,  may  be  prepaid, 
and  where  that  is  done  interest  will  run  from  the  date  of  prepayment  [or,  if 
the  Prospectus  did  not  provide  for  payments  in  advance  of  calls,  and  it  is  not 
intended  to  accept  these,  say,  "  It  is  not  proposed  to  pay  interest  in  respect  of 
prepayment  of  calls  "]. 

The  amount  payable  may  either  be  remitted,  free  of  charge,  to  this  Office,  or 
paid  in  to  the  credit  of  the  Company  at  the  Ofi&ce  of  the  Bank  of  Scotland,  at 
Edinburgh,  London,  or  branches. 

When  payment  has  been  made,  this  Letter,  with  the  Receipts  attached,  should 
at  once  be  sent  to  the  Secretary,  in  order  that  a  fully  paid-up  Certificate  may  be 
issued  [or,  "Due  notice  will  be  given  when  this  Allotment  Letter  may  be 
exchanged  for  a  Share  Certificate  "]. — I  am,  your  obedient  Servant, 

CD.,  Secretary. 

Amount  payable  on  application  and  on  allotment  (together 

£5  per  share),  on  shares  allotted       .  £ 

Amount  paid  on  application  for  shares 


Sum  now  payable,  \or  overpaid,   for  which  cheque 
is  enclosed] £ 

16  ^ 
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-»^  s  5 
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Thb  a.  B.  Company,  Limited. 

Keceipt  for  Payment  of  £5  per  Share, 
due  on  2nd  January,  19     . 


No. 
Received  this 


,  19 


day  of 
,   from 


the    sum    of  ,   being 

amount  due  on  2nd  January,  19  ,  per 
Allotment  Letter,  dated  Uth  November, 
19     . 

For  the  Bank  op  Scotland, 


I^ote. — The  above  Receipt  to  be  filled  up 
by  party  to  whom  money  paid,  who  will 
detach  the  corresponding  Advice  Slip. 
Any  interest  to  be  charged  will  be 
adjusted  by  the  Company.  (See  Allotment 
Letter.) 

When  the  final  payment  is  made,  the 
Allotment  Letter  and  relative  Receipt 
should  be  sent  to  the  Secretary  of  the 
Company,  that  a  fully  paid-up  Share 
Certificate  maybe  issued.  (See  alternative 
at  end  of  Allotment  Letter ^  supra.) 


The  a.  B.  Company, 
Limited. 

Advice  Slip. 

Allotment  Letter,  No. 

£  ,    due    2nd 

January,  19     ,  paid. 


(Date.) 

This  to  be  detached  by 
the  Bankers  to  whom  pay- 
ment is  made,  and  for- 
warded to  the  Company 
through  the  Head  Office  of 
the  Bank  of  Scotland, 


Form  6,  Letter  of  Regret  where  no  Allotment  is  made 


Application  No. 


The  a.  B.  Company,  Limited 

{Registered  Office.) 


(Date.) 

Sir, — I  am  instructed  by  the  Directors  to  inform  you  that  your  application 
for  Preference  Shares  in  this  Company  has  been  duly  considered,  and  to  express 
their  regret  that  they  have  been  unable  to  make  any  allotment  to  you.  I  send 
herewith  cheque  for  <£  in  repayment  of  the  deposit  made  by  you  on 

application. — I  am,  your  obedient  Servant, 

C.  D.,  Secretary. 

(c.)  Calls 

In  making  a  call,  the  directors  must  keep  in  view  the  provisions  of 
the  articles  of  association.  The  resolution  of  the  directors  should  specify 
the  amount  of  the  call,  and  where,  when,  and  to  whom  it  is  to  be  paid. 
As  to  effect  of  failure  to  give  notice  of  a  call  to  a  shareholder,  see  Ferguson, 
8  R.  997. 
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Form  7,  Resolution  making  Call 

The  Directors  resolved  to  make,  and  hereby  make,  a  call  of  five  shillings  per 
share  on  the  Preference  Shares  of  the  Company,  the  call  to  be  payable  at  the 
Registered  Office  of  the  Company,  or  paid  in  to  the  credit  of  the  Company  at  the 
office  of  the  Bank  of  Scotland  at  Edinburgh,  London,  and  branches,  on  30th 
June,  19     . 

The  Directors  instruct  the  Secretary  to  issue  the  notices  making  the  call,  and 
to  make  all  necessary  arrangements  in  connection  with  the  payment  thereof. 


Form  8,  Call  Letter  to  Shareholders 


To. 


No. 


The  a.  B.  Company,  Limited 

{Registered  Office.) 

{Date.) 

Sir, — I  beg  to  give  you  notice  that  the  Directors,  at  a  meeting  held  on 
inst.,  made  a  call  of  five  shillings  per  share  on  the  Preference  Shares  of  the 
Company,  and  that  the  said  call  is  payable  on  30th  June  next.     Under  the 
Articles  of  Association,  interest  falls  to  be  charged  at  10  per  cent,  per  annum 
upon  any  sum  not  paid  when  due. 

The  amount  payable  in  respect  of  Preference  Shares  held  by  you  is 

£  .     That  sum  may  either  be  remitted  free  of  charge  to  this  office,  or 

paid  in  to  the  credit  of  the  Company  at  the  office  of  the  Bank  of  Scotland  at 
Edinburgh,  London,  and  branches.  The  necessary  Banker's  Receipt  and  Advice 
Slip  are  annexed,  and  must  be  produced  along  with  this  letter  when  payment 
is  made. — I  am,  your  obedient  Servant, 

C.  D.,  Secretary. 

The  a.  B.  Company,  Limited. 

Advice  Slip. 
No. 

£  due  on  30th  June, 

19       ,  paid. 


o      © 


^    ;>-!  05 


.^11 

O  -4-3 

CJ     Cl     s 


The  a.  B.  Company,  Limited. 

Receipt  for  Call  of  5s.  per  Share  due 
30th  June,  19     . 

No. 

Received  this  day  of 

from 

the  sum  of  ,  being 

Call  due  on  30th  June,  19       ,  on 
Preference  Shares. 

For  the  Bank  of  Scotland, 

Note. — The  above  Receipt  to  be  filled 
up  by  party  to  whom  money  paid,  who 
will  detach  the  corresponding  Advice 
Slip.  (Any  interest  to  be  charged  will 
be  adjusted  by  the  Company.) 


{Date.) 

Tliis  Advice  Slip  to  be  de- 
tached by  the  Bankers  to  whom 
payment  is  made,  and  for- 
warded to  the  Company 
through  the  Head  Office  of 
the  Bank  of  Scotland. 
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(Counterfoil.) 
No 


Certificate  for 
Shares. 


Name 


Address 


From  To 


Amount  paid  up  per 
share 


Date  of  issue 


19    . 


(ri.)  Share  Certificates 
Form  9,  Share  Certificate 


No. 


Receipt    for    Certificate 
when  sent  by  post 


(To  be  signed  and  re- 
turned to  the  Secre- 
tary) 


The    A.    B.    Company, 

Limited,         received 

Share  Certificate, 

No.         ,  for 

Shares  of 

each    in     the    above 

Company. 

(Signature  of 
Shareholder 
or  Broker.) 

Date  received 


No 

Certificate  for 


Shares. 


The  A.  B.  Company,  Limited, 
Incorporated  under  the 
Companies  Acts,  1862  to 
1900. 

Capital,  £        ,  divided  into 
Shares  of  £         each. 

This  is  to  certify  that 
of  is  the  Regis- 

tered Proprietor  of  shares, 
numbered  to  in- 

clusive, in  The  A.  B.  Com- 
pany, Limited,  subject  to 
the  regulations  of  the  Com- 
pany, and  that  there  has  been 
paid  up  in  respect  of  each  Share 
the  sum  of 

Given  under  the   Common 
Seal  of  the  Company  this 
day  of  19     . 

^— ^      Director. 

^ —        Secretary. 

Note. — The  Company  will 
not  transfer  any  shares  with- 
out the  production  of  the  cer- 
tificate relating  to  such  shares, 
which  certificate  must  be  sur- 
rendered before  any  deed  of 
transfer,  whether  for  the  whole 
or  any  portion  thereof,  can  be 
registered  or  a  new  certificate 
issued  in  exchange. 


In  this  form  the  left-hand  division  is  the  counterfoil  which  is  retained 
in  the  book  of  certificates  in  the  company's  possession,  the  middle  division 
is  the  acknowledgment  for  the  certificate,  and  the  right-hand  division  is 
the  certificate  itself.  Further  payments  to  account  of  the  amount  due  on 
the  shares  in  respect  of  calls  made  subsequent  to  the  issue  of  the  certificate 
will  be  endorsed  on  the  certificate  when  produced  at  the  company's  ofiSce 
together  with  the  receipt  for  the  said  call. 
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Form  10,  Certificate  in  favour  of  Purchaser  of  Forfeited  Shares 

The  Randt  Gold  Mining  Company,  Limited 

Certificate 

This  is  to  certify  that  the  New  Balkis  Eersteling,  Limited,  of,  &c.,  is  the 
holder  of  40,000  shares  of  five  shillings  each,  numbered  to  inclusive, 

in  the  above-named  Company,  upon  which  the  sum  of  3s.  4d.  per  share  has  been 
paid.  The  remaining  Is.  8d.  per  share  has  been  called  up  and  is  payable  by  the 
African  Gold  Properties,  Limited,  who  were  the  holders  of  the  said  shares  prior  to 
the  same  being  forfeited,  and  the  said  New  Balkis  Eersteling,  Limited,  is  to  be 
deemed  to  be  the  holder  of  the  said  shares,  discharged  from  all  calls  due  prior  to 
the  date  hereof. 

The  above  is  the  form  of  certificate  which  was  before  the  English  Court 
of  Appeal  in  Randt  Gold  Mining  Company  v.  New  Balkis,  <&;c.,  Company ^ 
(1903),  1  K.B.  461.  The  certificate,  it  will  be  observed,  follows  the  lan- 
guage of  the  latter  part  of  clause  22  of  the  Articles  of  Association  contained 
in  Table  A  in  the  First  Schedule  to  the  Companies  Act,  1862.  After  the 
issue  of  the  certificate,  the  Randt  Company  made  a  call  on  the  New  Balkis 
Company  of  Is.  3d.  per  share.  The  New  Balkis  Company  pleaded  that 
the  Randt  Company,  having  already  called  up  the  full  amount  of  the  shares 
from  the  previous  holders,  had  exhausted  their  power  of  making  calls,  and 
that,  by  the  issue  of  the  above  certificate,  the  Randt  Company  were  barred 
from  disputing  that  their  right  of  recovery  of  the  unpaid  portion  of  the 
shares  was  against  the  previous  holders  only.  It  was  held  that  the  object 
of  Article  22  of  Table  A  was  only  to  enable  the  Company  to  give  a  good 
title  to  the  purchaser  of  the  forfeited  shares,  and  to  relieve  him  of  liability 
in  respect  of  calls  due  prior  to  the  purchase  {e.g.,  interest  on  such  calls),  but 
that  it  did  not  discharge  him  from  the  obligation  to  pay  fresh  calls  for  the 
amount  unpaid  on  the  shares.  To  have  decided  otherwise  would  practically 
have  been  to  enable  the  company  to  issue  shares  at  a  discount,  because, 
unless  the  former  holder  paid  up  in  full,  the  company  would  never  possess 
the  amount  of  capital  provided  by  its  constitution. 

In  a  previous  case  as  to  the  same  shares  {Randt  Gold  Mining  Com- 
pany V.  Wainwright  (1901),  1  Ch.  184),  it  had  been  decided  that  the  New 
Balkis  Company  were  not  entitled  (the  call  on  them  of  Is.  8d.  per  share 
had  not  then  been  made)  to  vote  at  meetings  while  the  call  of  Is.  8d.  made 
on  the  former  shareholder  remained  unpaid. 

(e.)  Forfeiture  of  Shares 

The  forfeiture  must  be  authorised  by  the  Articles  of  Association,  and 
the  provisions  of  the  Articles  of  Association  must  be  strictly  complied 
with. 

Form  11,  Resolution  of  Directors  to  give  Notice 
before  Forfeiture 

Resolved, — That,  in  accordance  with  clause  of  the  Articles  of 

Association,  notice  be  given  to  the  members  who  have  failed  to  pay  the  call  of 
five  shillings  per  share  which  became  due  on  30th  June  last  in  respect  of  the 
Preference  Shares  of  the  Company,  that  if  the  amount  of  the  call  and  the  interest 
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due  thereon  be  not  paid  on  or  before  the  day  of  next,  the 

shares  will  be  liable  to  be  forfeited.  [A  draft  of  the  notice  to  be  issued  by  the 
Secretary  was  submitted  and  approved.]  The  members  to  whom  the  notice  will 
fall  to  be  sent,  and  the  particulars  of  the  Preference  Shares  held  by  them 
respectively,  are  as  follows : — 


Names  of  Members. 

Number  of  Preference 
Shares  held. 

Distinctive  Numbers 
of  Shares. 

From 

To 

Form  12,  Notice  to  Shareholders  of  impending  Forfeiture 

(A  certificate  of  posting  the  notice  should  he  preserved.     It  may  also  be  thought 
advisable  to  register  the  notice.) 

To 


The  a.  B.  Company,  Limited 

(Registered  Office.) 

{Place  and  Date.) 

Sir, — In  my  letter  of  15th  May  last,  I  gave  you  notice  that  the  Directors  had 
made  a  call  of  five  shillings  per  share  on  the  Preference  Shares  of  the  Company ; 
that  the  call  was  payable  on  the  30th  June  last ;  that  the  amount  payable  in 
respect  of  the  Preference  Shares  held  by  you  was  £  ;  and  that 

interest  fell  to  be  charged  at  10  per  cent,  per  annum  upon  any  sum  not  paid  when 
due.  As  the  call  on  your  said  shares  has  not  been  paid,  I,  as  instructed  by  the 
Directors,  hereby  require  you,  on  or  before  the  day  of  next, 

to  pay  the  amount  of  the  call,  £  ,  together  with  interest  at  10  per  cent, 

per  annum  from  said  30th  June  to  the  date  of  payment.  The  amount,  principal 
and  interest,  may  either  be  remitted  to  this  office,  or  paid  to  the  credit  of  the 
Company  with  its  bankers,  the  Bank  of  Scotland,  Edinburgh,  London,  or 
Branches. 

And  further,  as  instructed  by  the  Directors,  I  hereby  intimate  to  you  that  if 
the  said  call  and  interest  be  not  paid  on  or  before  the  said  day 

of  ,  your  said  Preference  Shares  will,  in  accordance  with 

the  Articles  of  Association,  be  liable  to  be  forfeited. — I  am,  Sir,  your  obedient 
Servant, 

C.  D.,  Secretary. 
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Form  13,  Resolution  of  Directors  to  Forfeit  Shares 

Resolved,— That  the  following  Preference  Shares  of  £1  each  of  the  Company 
(  shillings  per  share  paid),  viz. : — 


Names  of  Registered  Holders  of  Shares, 

Number  of  Shares 
held. 

Distinctive  Numbers 
of  Shares. 

From 

To 

be,  and  the  same  are,  hereby  declared  to  be  forfeited  in  respect  of  non-payment  of 
the  call  of  five  shillings  per  share  which  became  due  on  30th  June  last. 


Form  14,  Letter  to  Shareholder  announcing  Forfeiture 

(As  to  preserving  evidence  of  posting,  the  same  precautions  should  he  observed 
as  in  the  case  of  the  first  notice^  supra.) 


To. 


The  a.  B.  Company,  Limited 

{Registered  Office.) 

(Place  and  Date.) 

Sir, — I  beg  to  inform  you  that  the  Directors  of  this  Company,  at  their 
meeting  to-day,  declared  the  Preference  Shares  standing  in  your  name  to 

be  forfeited  for  non-payment  of  the  call  of  five  shillings  per  share  made  on 
the  day  of  last.     Notwithstanding  such  forfeiture,  you  remain 

liable  under  the  Articles  of  Association  to  pay  the  amount  of  the  said  call,  with 
interest  at  the  rate  of  10  per  cent,  per  annum,  and  I  am  directed  accordingly  to 
demand  payment  from  you  of  the  amount  of  the  said  call,  £  ,  and  of  the 

interest  due  thereon,  £  ,  together  £  .     [Should  payment  be 

made  at  once,  the  Directors  would  be  prepared  to  consider  any  application  you 
may  make  for  having  the  forfeiture  annulled.]  If  payment  is  not  made  within 
ten  days,  the  matter  will  be  put  into  the  hands  of  the  solicitors  of  the  Company. 
— Your  obedient  Servant, 

C.  D.,  Secretary/. 


Form  15,  Resolution  of  Directors  to  sell  Forfeited  Shares 

Resolved, — That    the  Preference    Shares    of    [£l]   each    of  the 

Company,  numbered  to  inclusive,  which   were   forfeited 

by  a  resolution  of  the  Directors  passed  on  the  day  of  ,  be 

sold,  freed  and  discharged  from  all  calls  due  prior  to  the  date  hereof,  to  X.  Y.,  at 
the  price  of  [four]  shillings  per  share,  and  that  a  certificate  of  the  title  of  the  said 
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X.  Y.  to  the  said  shares,  credited  as  paid  to  the  extent  of  [ten]  shillings  per 
share,  be  issued  to  the  said  X.  Y.  on  payment  by  him  of  the  said  price.  {For 
Form  0/  Certificate  to  be  issued  to  X.  Z.,  see  Form  10,  supra.) 

Form  16,  Resolution  annulling  Forfeiture 

Whereas,  by  a  resolution  of  the  Directors,  passed  on  the  day  of 

,  the  Preference  Shares  of  £>\  each  in  the  capital  of  the 

Company,  then  standing  in  the  name  of  A.  B.,  and  numbered  to 

inclusive,  were  declared  to  be  forfeited  for  non-payment  of  the  second 

call  of  five  shillings  per  share ;  and  whereas  the  said  A.  B.  has  since  paid  the 

amount  of  the  said  call,  with  interest  to  the  date  of  payment,  the  Directors 

resolve  that,  in  consideration  of  the  payment  of  the  said  call  and  interest,  the 

said  forfeiture  be  and  hereby  is  annulled,  and  that  the  name  of  the  said  A.  B.  be 

restored  to  the  register  of  members  of  the  Company  as  the  holder  of  the  said 

Preference  Shares,  numbered  to  inclusive. 

Power  to  annul  a  forfeiture  must  be  given  in  the  company's  articles, 
but  the  existence  of  such  a  power  does  not  of  itself  entitle  the  directors, 
against  the  shareholder's  wishes,  to  cancel  the  forfeiture  and  restore  his 
name  to  the  register  {Exchange  Trusty  Limited  (1903),  1  Ch.  711). 

(/.)  Surrender  of  Shares 

**  Every  surrender  of  shares,  whether  fully  paid-up  or  not,  involves  a 
reduction  of  capital,  which  is  unlawful,  except  when  sanctioned  by  the 
Court  (as  a  reduction  of  capital),  under  the  Companies  Acts  of  1867  and 
1877.  Forfeiture  is  a  statutory  exception,  and  is  the  only  exception  ;  for 
I  regard  a  surrender  under  circumstances  which  would  justify  a  forfeiture 
as  merely  equivalent  to  a  forfeiture"  {Bellerby  (1902),  2  Ch.  at  p.  32,  per 
Cozens-Hardy,  L.J.).  Otherwise  the  surrender  can  be  cancelled  by  either 
party,  even  after  the  lapse  of  years,  at  least  if  the  shares  have  not  mean- 
time been  reissued  or  otherwise  dealt  with  {Bellerby,  supra ;  Matheson  v. 
General  Property  Investment  Company,  16  R.  282).  In  the  case  of 
General  Property  Investment  Company  v.  Craig,  18  R.  389,  it  was  held 
that  the  surrender  which  was  there  under  consideration  was  valid  as  a  fair 
settlement  with  an  insolvent  debtor.  It  may  be  noted  that  the  company 
had  not  express  power  in  its  constitution  to  accept  surrenders,  but  it  had 
the  Table  A  powers  of  forfeiture. 

In  Craig's  case.  Lord  M'Laren  said,  "It  may  be  assumed  that  a 
surrender  must  take  the  form  of  a  transfer  by  the  shareholder  to  the 
company."  The  form  given  below,  which  was  used  in  a  case  where  a 
shareholder  compromised  with  his  creditors,  and  paid  the  company,  in 
consideration  of  their  accepting  the  surrender,  a  sum  proportionate  to  the 
dividend  paid  to  the  other  creditors,  follows  the  form  upheld  in  Craig's 
case. 

Form  17,  Assignation  or  Transfer  of  Shares  to  the  Company 

I,  A.  B.  {designation),  in  consideration  of  my  being  hereby  relieved  of  liability 
for  the  unpaid  portion  of  the  share  capital  of  the  C.  D.  Company,  Limited,  in 
respect  of  the  shares  after-mentioned,  beyond  making  the  payment  hereinafter- 
mentioned,  and  without  any  price  or  other  consideration  having  been  paid  to  me 
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by  the  said  Company,  do  hereby  assign  and  transfer  to  the  C.  D.  Company, 
Limited,  hereinafter  called  the  said  transferees  [100]  [ordinary]  shares  of  [^10] 
each,  numbered  to  ,   on  each  of  which  [£10]   has  been 

called  up,  and  on  each  of  which  [£l]  has  been  paid,  of  and  in  the  undertaking 
called  the  C.  D.  Company,  Limited,  to  hold  unto  the  said  transferees  and  their 
assigns,  subject  to  the  several  conditions  on  which  I  held  the  same  immediately 
before  the  execution  hereof ;  and  we,  the  said  transferees,  in  consideration  of  the 
sum  of  £  paid  to  us,  do  hereby  agree  to  accept  and  take  the  said  shares, 

subject  to  the  conditions  aforesaid. 

In  witness  whereof,  the  parties  hereto  have  this  day  of  , 

in  the  year  of  our  Lord  Nineteen  hundred  and  ,  executed  these  presents 

in  manner  underwritten. 

Signed,  sealed,  and  delivered  by  the  above-named  A.  B.  in  the  presence  of 
(Two  witnesses,  who  will  append  their  designations  and  addresses.) 

Sealed  with  the  common  seal  of  the  C.  D.  Company,  Limited,  and  signed  for 
and  on  behalf  of  the  said  Company  by  E.  F.  and  G.  H.,  two  of  the  Directors,  and 
J.  K.,  the  Secretary  thereof,  in  the  presence  of 

{I'wo  witnesses,  who  will  append  their  designations  and  addresses.) 

(g.)  Increase  and  Keduction  of  Capital 

By  sec.  12  of  the  Companies  Act,  1862,  a  company  may  increase  its 
capital,  if  so  authorised  by  its  articles,  as  originally  framed  or  as  altered  by- 
special  resolution.  It  is  usual  to  approve  of  the  increase  by  special  resolu- 
tion as  under  Article  26  of  Table  A.  In  connection  with  such  a  resolution, 
the  rights  of  the  existing  shareholders  must  be  kept  in  view.  Frequently 
the  articles  provide  for  the  existing  shareholders  having  the  option  of 
taking  up  a  new  issue  by  the  company  before  it  is  offered  for  public 
subscription.  A  notice  to  the  registrar  of  the  increase,  which  is  required 
by  sec.  34  of  the  Act  of  1862,  must  also  be  kept  in  view. 

The  Act  of  1867,  sec.  21,  authorises  the  subdivision  of  shares  by  special 
resolution,  and  the  Act  of  1862,  sec.  12,  authorises  consolidation,  provided 
in  each  case  that  the  articles  contain  the  necessary  power. 

Form  18,  Resolutions  for  Subdivision,  Consolidation,  &c. 

(The  resolutions  printed  below  were  used  in  a  case  where  a  power  of  subdivid- 
ing into  Preference  and  Ordinary  Shares  was  put  into  operation.) 

1.  That  each  of  the  existing  25,000  shares  of  £3,  4s.  each  of  the  Company  be 
divided  into  16  shares  of  4s.  each,  and  that  8  of  these  shares  shall  be  called 
interim  preference  shares,  and  that  the  remaining  8  of  these  shares  shall  be  called 
interim  ordinary  shares. 

2.  That  the  200,000  interim  preference  shares  of  4s.  each,  arising  from  the 
subdivisions  now  made,  shall  be  consolidated  and  divided  into  40,000  shares  of 
£>\  each ;  and  that  the  shares  so  arising  shall  be  called  preference  shares,  and  be 
entitled  to  the  rights  and  privileges  hereinafter  declared  to  appertain  to  preference 
shares ;  and  that  the  200,000  interim  ordinary  shares  of  4s.  each,  also  arising 
from  the  subdivision  now  made,  shall  be  consolidated  and  divided  into  40,000 
shares  of  £1  each,  and  that  the  shares  so  arising  shall  be  called  ordinary  shares, 
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and  be  entitled  to  the  rights  and  privileges  hereinafter  declared  to  appertain  to 
ordinary  shares. 

3.  That  in  the  event  of  such  consolidation  and  division  causing  any  member 
to  hold  a  fraction  of  a  share,  whether  preference  or  ordinary,  the  Board  shall  be 
entitled,  in  order  that  fractions  may  be  eliminated,  to  require  such  member  forth- 
with either — (1)  to  allow  such  fraction  to  be  registered  in  the  name  of  any  other 
member,  whether  a  member  of  the  Board  or  not;  or  (2)  to  allow  the  registration 
in  his  name  of  the  fraction  belonging  to  any  other  member,  whether  a  member  of 
the  Board  or  not ;  and  the  member  credited  with  any  fraction  shall  pay  to  the 
member  deprived  thereof  the  par  value  thereof ;  and  further,  the  Board  may  give 
effect  to  their  requisition  without  the  consent  of  any  member,  and  may  recover 
from  any  member  credited  as  aforesaid,  or  retain  out  of  any  subsequent  dividend 
due  to  him,  the  value  of  the  fraction  falling  to  bo  paid  by  him,  and  the  Board 
shall,  in  that  case,  account  for  such  value  to  the  member  entitled  thereto. 

4.  That  the  holders  of  the  preference  shares  shall  be  entitled  to  a  cumulative 
preferential  dividend  at  the  rate  of  5  per  cent,  per  annum,  which  shall  be  com- 
puted as  from 

5.  That  the  residue  of  the  profits  (whether  the  same  shall  have  been  earned 
before  or  after  the  confirmation  of  these  resolutions)  shall,  in  so  far  as  the  same 
shall  not  have  been  paid  or  declared  as  a  dividend  or  interim  dividend  before  the 
confirmation  of  these  resolutions,  belong  to  the  holders  of  the  ordinary  shares. 

6.  That  the  Board  are  authorised  to  number  any  of  the  shares  arising  from 
the  passing  of  these  resolutions  in  such  way  as  they  see  fit. 

7.  That  the  books  of  the  Company  may  be  closed  for  fourteen  days  after  the 
date  of  the  confirmation  of  the  foregoing  resolutions. 

8.  That  upon  the  dissolution  of  the  Company  the  assets  remaining  after  pay- 
ment of  the  debts  and  obligations  of  the  Company  shall  be  applied  in  first 
repaying  to  the  holders  of  the  Preference  Shares  respectively  the  whole  amount 
paid  up  on  such  shares,  together  with  an  amount  equal  to  the  stipulated  dividend 
that  would  have  accrued  thereon,  and  may  not  have  been  paid,  up  to  the  date  of 
repayment,  whether  such  amount  shall  have  been  earned  as  profits  or  not ;  and 
the  balance  remaining  thereafter  shall  be  distributed  among  the  holders  of  the 
ordinary  shares,  in  proportion  to  their  shares. 

Under  this  last  clause  the  ordinary  shareholders  get  nothing  until  the 
preference  shareholders  have  got  back  their  capital,  with  the  dividend 
thereon  at  the  stipulated  rate  down  to  the  date  of  repayment.  For  cases 
where  the  preference  shares  were  not  so  protected,  see — e.g.,  Monldand 
Iron  and  Goal  Co.,  10  E.  494 ;  Crichton's  Oil  Co.  (1902),  2  Ch.  86. 

Form  19,  Paragraphs  for  Minute  of  Meeting  of  Directors  to  give 
effect  to  the  foregoing  Resolutions 

With  reference  to  the  special  resolutions  passed  on  (date)  and  confirmed  on 
(date),  there  was  submitted  a  list  showing  the  names  of  the  holders  of  the  shares 
of  £3,  4s.  each  of  the  Company,  together  with — (1)  Particulars  of  the  shares  of 
each  member ;  (2)  the  number  of  interim  preference  shares  of  4s.  and  interim 
ordinary  shares  of  4s.  to  which  each  member  is  entitled  under  the  first  resolution ; 
and  (3)  the  number  of  preference  shares  of  £1  and  ordinary  shares  of  £1  to 
which  each  member  is  entitled  under  the  second  resolution.  With  regard  to  the 
fractions  of  these  £1  shares,  it  had  been  arranged  that  the  members  entitled  to 
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fractions  should  give  off  the  same  at  par  to  Mr.  '         and  Mr. 

in  manner  shown  in  the  said  list,  and  accordingly  the  Board  determine  to  exer- 
cise the  power  conferred  on  them  by  the  third  of  the  special  resolutions  in 
accordance  with  that  arrangement. 

The  said  list  also  shows  the  ultimate  holding  of  preference  shares  of  £1  and 
ordinary  shares  of  £1  of  each  member,  after  the  fractions  of  shares  have  been 
adjusted  in  accordance  with  the  above-mentioned  arrangement.  The  Board 
resolved— (1)  That  the  40,000  preference  shares  of  £1  each  arising  under  the 
second  of  the  special  resolutions  be  numbered  1  to  40,000,  both  inclusive,  and 
that  the  distinctive  numbers  of  these  shares  are  and  shall  be  appropriated  in  the 
manner  shown  in  the  said  list ;  (2)  that  the  40,000  ordinary  shares  of  £1  each, 
also  arising  under  the  second  of  the  special  resolutions,  be  numbered  40,001  to 
80,000,  both  inclusive,  and  that  the  distinctive  numbers  of  these  shares  are  and 
shall  be  appropriated  in  the  manner  shown  in  the  said  list. 

The  said  list  is  signed  by  the  chairman  of  the  meeting  and  the  secretary  for 
the  purpose  of  authentication. 

The  Board  approved  of  a  design  for  the  certificates  of  the  £1  preference  and 
ordinary  shares. 

The  Board  directed  that  there  should  be  filed  with  the  Kegistrar  of  Joint 
Stock  Companies  a  certified  copy  of  the  special  resolutions  confirmed  on 
(date). 

In  order  to  comply  with  sec.  54  of  the  Companies  Act,  1862,  and  sec.  22  of 
the  Act  of  1867,  the  secretary  was  instructed  to  have  appended  to  each  copy  of 
the  Memorandum  and  Articles  of  Association  in  the  possession  of  the  Company, 
prints  of  the  special  resolutions  confirmed  on  and 

respectively,  and  to  have  inserted  in  the  Memorandum  a  note  showing  the 
classes  and  the  number  and  amount  of  the  shares  into  which  the  capital  is  now 
divided. 

Capitalisation  of  Profits. — Before  sec.  25  of  the  1867  Act  was  repealed 
by  the  Act  of  1900,  the  usual  practice  was  to  declare  an  extraordinary 
dividend  equal  to  the  amount  of  the  new  capital,  issue  dividend  warrants, 
and  allow  the  shareholders  to  apply  the  dividend  in  paying  for  the  new 
shares.  Examples  will  be  found  in  Cunliff's  Trs.,  3  F.  202  (where  the 
dividend  appears  not  to  have  been  actually  paid  to  the  shareholders),  and 
Gunnis'  Trs.,  6  F.  104.  (Cf.  Scottish  Heritages  Co.,  5  S.L.T.  419; 
Broivnlie,  6  S.L.T.  820  and  469.) 

It  is  considered  that,  since  the  1900  Act  became  law,  it  is  no  longer 
necessary  to  pay  a  dividend  to  the  shareholders  and  to  get  it  back  from 
them  on  application  for  the  shares,  and  several  important  cases  of  capital- 
isation of  profits  have  been  carried  through  on  this  footing. 

The  special  resolutions  printed  below  were  revised  and  approved  by 
eminent  counsel.  The  articles  of  association  of  the  company  in  question 
contained  a  clause  entitling  the  ordinary  shareholders  to  an  offer  of  all 
additional  capital.  Counsel  advised,  with  reference  to  sec.  7  of  the  1900 
Act,  that  the  new  shares  fell  to  be  treated  as  allotted  for  a  consideration 
other  than  cash,  and  that,  to  comply  with  sec.  7  (1)  (6),  a  copy  of  the 
articles  should  be  filed  (as  the  "contract"),  along  with  a  copy  of  the 
special  resolutions  and  the  statutory  return  of  allotments.  It  has  been 
doubted  whether  in  such  a  case  the  correct  view  is  not  to  treat  the  shares 
as  issued  for  cash.  But  the  dicta  in  Brownlie,  cited  supra,  support  the 
course  recommended  by  counsel. 
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Form  20,  Special  Resolutions  for  Increase  of  Capital 

1.  That  the  Articles  of  Association  of  the  Company  be  altered  by  deleting  the 
words  "  2000  shares  or  "  in  Article  59. 

(This  alteration  had  reference  to  the  quorum  for  a  general  meeting,  and  was 
necessitated  hy  the  sub-division  of  shares.) 

2.  That  each  of  the  existing  28,000  preference  shares  of  £10  each  be  divided 
into  ten  preference  shares  of  <£1  each. 

3.  That  the  capital  of  the  Company  be  increased  by  the  sum  of  £183,750  by 
the  creation  of  367,500  new  shares  of  10s.  each  to  be  called  ordinary  shares,  and 
that  such  new  shares  shall  be  paid  up  by  applying  thereto  the  sum  at  the  credit 
of  special  reserve  account  in  the  balance-sheet  as  at  31st  December,  19     . 

4.  That  the  said  new  shares  shall  confer  on  the  holders  thereof  the  like 
rights  as  are  conferred  upon  the  holders  of  the  existing  ordinary  shares,  in 
proportion  to  the  amount  paid  up  thereon,  and  such  new  shares  shall  rank  for 
dividend  as  if  they  had  been  fully  paid  up  on  31st  December,  19  ,  and  shall 
participate  in  all  dividends  declared  subsequent  thereto,  other  than  the  dividend 
already  declared  for  the  year  19     . 

5.  That  the  said  new  shares  shall  be  allotted  to  the  members  holding  the 
existing  ordinary  shares  at  the  date  of  the  confirmation  of  these  resolutions,  in 
proportion  to  the  amounts  paid  up,  or  deemed  to  be  paid  up,  on  the  existing 
ordinary  shares,  provided  that  in  any  case  where  the  allotment  of  an  exact  pro- 
portion would  cause  the  allottee  (if  the  amount  of  such  allotted  shares  were 
added  to  his  existing  holding  of  ordinary  shares)  to  hold  a  fraction  of  a  pound 
of  paid-up  capital,  the  Board  shall  only  allot  so  many  of  the  new  shares  as  will 
avoid  such  fractions,  and  any  new  shares  which  in  consequence  may  not  be 
allotted  shall  be  sold  by  the  Board  as  they  see  fit,  and  the  proceeds  divided 
among  those  members  who,  if  the  amount  of  the  new  shares  had  been  exactly 
divided,  would  have  received  such  fractions,  and  that  in  proportion  to  their 
respective  interests  therein. 

6.  That  each  of  the  existing  24,000  ordinary  shares  of  £8,  10s.  each  be 
divided  into  17  ordinary  shares  of  10s.  each. 

7.  That  each  of  the  existing  15,000  ordinary  shares  of  £8,  10s.  each  be 
divided  into  17  ordinary  shares  of  10s.  each. 

8.  That  the  Board  of  Directors  be,  and  hereby  are,  authorised  to  consolidate 
and  divide  into  ordinary  shares  of  £1  each  any  and  all  of  the  ordinary  shares  of 
10s.  each  derived  from  the  division  of  the  15,000  £8,  10s.  ordinary  shares,  and 
any  and  all  of  the  367,500  new  ordinary  shares  of  10s.  each,  and  in  doing  so  any  of 
the  ordinary  shares  derived  from  the  existing  ordinary  shares  may  be  consolidated 
with  any  of  the  new  ordinary  shares. 


Form  21,  Explanatory  Circular  accompanying  the  Formal  Notice 
with  Special  Resolutions 

The  a.  B.  Company,  Limited 

{Place  and  Date.) 
Sir  (or,  Madam), — Along  with  this  you  will  find  a  formal  notice  calling 
a  meeting  of  the  shareholders  of  the  Company. 
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At  present  the  ordinary  shares  of  the  Company  are  of  two  kinds — shares  of 
£S,  10s.  and  shares  of  £10.  This  difference  leads  to  confusion,  and  the  Directors 
have  come  to  the  conckision  that  it  would  be  a  benefit  if  the  ordinary  shares  were 
all  of  the  same  amount.  Accordingly,  they  propose  to  convert  the  whole  ordinary 
shares  into  shares  of  £1. 

Although  there  is  no  similar  confusion  in  regard  to  the  preference  shares, 
these  being  all  £10,  the  Directors  believe  that  it  would  be  a  convenience  were 
these  also  converted  into  £1  shares,  and  they  therefore  propose  that  this  should 
be  done. 

Then  there  is  a  sum  sunk  in  the  business  standing  at  present  at  the  credit  of 
a  special  reserve  account.  This  sum  being  needed  in  the  business,  the  Directors 
propose  to  carry  it  into  the  capital  account  as  additional  ordinary  capital.  The 
resolutions  specified  in  the  accompanying  notice  must  be  passed  in  order  to  effect 
these  changes  with  the  proper  legal  formality. 

A  second  meeting  of  the  shareholders  will  fall  to  be  held,  as  the  resolutions 
are  special  resolutions,  and  a  special  resolution  only  becomes  effectual  when  passed 
at  one  meeting  and  confirmed  at  a  subsequent  meeting. 

After  the  second  meeting  the  shareholders'  will  be  asked  to  send  in  their  share 
certificates  in  order  to  be  exchanged  for  certificates  for  the  new  £1  shares,  which, 
in  accordance  with  what  is  proposed,  will  then  be  issued  to  them.  There  will  be 
a  few  exceptional  cases  in  which  the  holders  of  the  £S,  10s.  ordinary  shares  would 
fall  to  receive  as  part  of  their  holding  a  fractional  part  of  a  £1  share;  but  the 
Directors  propose  to  sell  the  shares  representing  the  amount  of  all  the  fractions, 
and  to  send  to  each  of  these  exceptional  shareholders  a  new  certificate  for  his 
holding  in  .£1  shares,  and  a  cheque  for  the  proceeds  of  the  fraction  to  which  he 
would  be  entitled. — I  am,  your  obedient  Servant, 

CD.,  Secretary, 


Form  22,  Minute  of  Meeting  of  Directors  carrying  out  the 
foregoing  Resolutions 

The  Board  proceeded  to  allot  the  367,500  new  ordinary  shares  of  10s.  each 
created  by  the  third  of  the  special  resolutions  of  the  Company  confirmed  to-day. 
There  was  submitted  a  list  of  the  existing  holders  of  ordinary  shares,  showing 
their  respective  holdings,  and  the  amount  of  capital  thereby  represented ;  and  the 
Board  resolved  to  allot,  and  hereby  allot,  to  these  existing  holders  of  ordinary 
shares  the  amounts  of  the  new  ordinary  capital  respectively  set  out  in  the  column 
headed  "Amount  of  New  Capital  Allotted  in  10s.  Shares,"  and  declared  and 
hereby  declare,  that  such  allotment  of  new  ordinary  capital  is  and  shall  be  deemed 
to  be  an  allotment  of  so  many  of  the  said  new  ordinary  shares  of  1  Os.  each  as  may 
be  equivalent  to  the  said  respective  amounts  of  new  ordinary  capital. 

In  the  said  list,  the  fractional  parts  of  new  ordinary  shares  to  which  certain 
shareholders  would  have  been  entitled,  had  an  exact  proportion  of  new  capital 
been  allotted,  are  set  opposite  the  names  of  these  shareholders  in  the  column 
headed  "Fractional  Capital  Unallotted."  The  fractional  parts  represent  in  all 
shares.     It  was  stated  that  Mr.  had  offered  to  purchase 

the  whole  of  these  fractional  parts  at  the  price  of  per  share.     The  Board, 

in  virtue  of  the  power  vested  in  them  by  the  fifth  of  said  special  resolutions, 
accepted  this  offer,  and  allotted  and  hereby  allot  to  the  said  Mr.  the  said 
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new  shares  representing  the  said  fractiona.  parts,  and  directed  that  he 
should  be  entered  at  the  end  of  said  list  as  the  allottee  thereof.  The  Board 
further  directed  that  the  price  of  the  fractional  parts  of  shares  should  be  divided 
among  the  shareholders  entitled  thereto. 

The  third  of  the  special  resolutions  of  the  Company  provides  that  the  new 
shares  shall  be  paid  up  by  applying  thereto  the  sum  of  £183,750  at  the  credit  of 
special  reserve  account  in  the  balance  sheet  as  at  31st  December,  19  ,  and  the 
Board  directed  that  the  necessary  entries  in  the  books  should  be  made. 

The  chairman  of  the  meeting  and  the  secretary  were  directed  to  authenticate 
the  said  list  by  subscribing  the  same. 

The  Board  further,  in  virtue  of  the  powers  conferred  by  the  eighth  of  the  special 
resolutions,  resolved  to  consolidate  and  divide  and  hereby  consolidate  and  divide 
into  311,250  ordinary  shares  of  .£1  each — (1)  the  255,000  ordinary  shares  of  10s. 
each  derived  from  the  division,  under  the  seventh  of  the  special  resolutions  of  the 
Company  confirmed  to-day,  of  the  15,000  previously  existing  ordinary  shares  of 
£8,  10s.  each;  and  (2)  the  said  367,500  new  ordinary  shares  of  10s.  each,  and 
directed  that  in  those  cases  where  a  shareholder  fell  to  hold  an  odd  number  of  the 
255,000  shares,  and  an  odd  number  of  the  367,500  shares,  the  odd  share  in  the 
first  lot  should  be  deemed  to  be  consolidated  with  the  odd  share  in  the  second  lot. 
The  ordinary  capital  will  thus  consist  of  551,250  ordinary  shares  of  £1  each, 
composed  of  (1)  the  said  311,250  shares,  and  (2)  the  240,000  shares  arising  from 
the  division  of  the  24,000  shares  of  £10  each. 

It  was  resolved  : — 

1.  That  the  280,000  preference  shares  of  £1  each,  created  by  the  division  of 
the  previously  existing  28,000  preference  shares  of  £10  each,  be  numbered  1  to 
280,000  both  inclusive,  and  that  the  distinctive  numbers  of  the  shares  are  and 
shall  be  appropriated  in  the  manner  shown  in  a  list  of  the  preference  shareholders 
signed  by  the  chairman  of  the  meeting  and  the  secretary  as  relative  hereto. 

2.  That  the  551,250  ordinary  shares  of  £1  each  be  numbered  280,001  to 
831,250,  both  inclusive,  and  that  the  distinctive  numbers  of  these  shares  are  and 
shall  be  appropriated  in  the  manner  shown  in  the  said  first-mentioned  list. 

The  Board  approved  of : — 

1.  Designs  for  the  preference  and  ordinary  share  certificates. 

2.  Circular  requesting  shareholders  to  send  in  their  certificates  to  be  exchanged 
for  new  share  certificates  under  the  special  resolutions  of  the  Company. 

3.  Circular  acknowledging  receipt  of  certificates  so  sent  in. 

4.  Circular  sending  out  new  share  certificates  with  form  of  receipt  therefor 
annexed. 

5.  Circular  to  parties  entitled  to  fractions  of  shares,  intimating  the  sale  of  their 
fractions  and  sending  cheque  for  the  price,  with  form  of  receipt  annexed. 

The  Board  further  directed  that  there  should  forthwith  be  filed  with  the 
Registrar  of  Joint  Stock  Companies  : — 

1.  Copy  of  special  resolutions  confirmed  to-day. 

2.  Notice  of  increase  of  capital  in  compliance  with  sec.  34  of  the  Companies 
Act,  1862. 

3.  Statement  of  increase  of  capital  for  the  purpose  of  payment  of  the 
companies'  capital  duty  of  5s.  per  cent. 

4.  Notice  of  the  consolidation  and  division  of  the  10s.  ordinary  shares,  under 
sec.  28  of  the  Act  of  1862. 

5.  Return  of  allotments,  under  sec.  7  of  the  Act  of  1900. 


COMPANIES  255 

In  order  to  comply  with  sec.  54  of  the  Act  of  1862,  and  sec.  22  of  the  Act  of 
1867,  the  secretary  was  instructed  to  have  appended  to  each  copy  of  the 
Memorandum  and  Articles  of  Association  in  the  possession  of  the  company  a 
print  of  the  special  resolutions,  and  to  have  inserted  in  the  Memorandum  a  note 
showing  the  number  and  amount  of  the  shares  into  which  the  capital  is  now 
divided. 

Reduction  of  Capital. — 1.  In  these  notes  and  forms  only  companies 
limited  by  shares  are  dealt  with.  As  sec.  12  of  the  Act  of  1862  does  not 
apply  to  unlimited  companies,  they  can  reduce  their  capital  in  any  manner 
allowed  by  the  memorandum  and  articles  of  association. 

2.  Power  to  reduce  was  not  contained  in  the  Act  of  1862,  and  was  first 
conferred  by  the  1867  Act,  s.  9,  et  seq.  In  consequence  of  the  decision 
(the  soundness  of  which  has  been  questioned)  in  Ebbw  Vale  Co.,  4  Ch.D. 
827,  that  the  Act  of  1867  applied  only  to  reduction  of  liability  in  respect 
of  the  amount  unpaid  on  a  share,  and  not  to  reduction  of  the  amount  paid 
up  thereon,  the  1877  Act  was  passed.  It  expressly  provides  (sec.  3)  that 
"capital"  in  the  1867  Act  shall  include  paid-up  capital,  and  that  the 
power  to  reduce  thereby  conferred  shall-  include  power  to  cancel  lost 
capital,  or  capital  unrepresented  by  available  assets,  or  to  pay  off  capital 
in  excess  of  the  wants  of  the  company.  The  1877  Act  further  (sec.  5) 
authorised  reduction  of  capital  by  cancelling  unissued  shares ;  and  the  Act 
of  1880  authorised  the  repayment  of  paid-up  capital  out  of  accumulated 
profits,  on  the  footing  of  the  unpaid  capital  being  increased  by  the  amount 
repaid. 

3.  In  a  reduction  under  sec.  5  of  the  1877  Act,  a  special  resolution 
is  needed  only  if  the  articles  so  provide.  In  all  other  cases  a  special 
resolution  is  required ;  and  except  in  the  cases  to  which  the  1877  Act, 
s.  5,  and  the  1880  Act  apply,  the  sanction  of  the  Court  is  required. 
Where  the  sanction  of  the  Court  is  required,  the  reduction  does  not  take 
effect  until  the  minute  of  reduction  has,  following  on  the  sanction  of  the 
Court,  been  filed  with  the  Registrar  (1867  Act,  s.  15).  Hence,  if  before 
that  has  been  done  the  annual  balance  sheet  has  to  be  prepared,  it  must 
be  made  up  as  upon  the  unreduced  capital.  On  the  other  hand,  if,  after 
the  minute  has  been  filed,  the  balance  sheet  has  to  be  made  up  as  at  a 
date  prior  thereto,  it  should  be  made  up  as  on  the  reduced  capital,  a  note 
to  the  effect  that  that  has  been  done  being  put  on  the  balance  sheet.  A 
reduction  under  the  1880  Act  does  not  take  effect  until  a  memorandum 
thereanent  has  been  filed  with  the  Registrar  (sec.  4).  In  cases  to  which 
sec.  5  of  the  1877  Act  applies,  no  formality  is  required  beyond  the  resolu- 
tion of  the  company.  In  reductions  under  sec.  5  of  the  Act  of  1877,  and 
under  the  Act  of  1880,  the  use  of  the  words  "  and  reduced,"  as  explained 
in  par.  7,  is  not  required. 

4.  Except  in  cases  falling  under  the  Act  of  1880,  the  reduction  must 
be  authorised  by  the  Regulations  as  originally  framed,  or  as  altered  by 
special  resolution  (1867  Act,  s.  9 ;  1877  Act,  s.  5  ;  but  see  par.  6,  infra). 
"Regulations"  means  the  articles  of  association;  it  is  not  enough  that 
there  be  power  in  the  memorandum  {Dexine  Patent  P aching  and  Rubber 
Co.  [1903],  88  L.T.  791).  If  power  to  reduce  is  not  contained  in  the 
articles  of  association,  they  may  be  altered  by  special  resolution ;  and  the 
special  resolution  to  reduce  cannot  be  passed  until  power  has  been  so 
acquired  (Patent  Invert  Sugar  Co.,  31  CD.  166);  but  the  resolution 
exercising  the  power  to  reduce  may  be  passed  at  the  meeting  at  which 
the  resolution  taking  the  power  is  confirmed  (John  Crossley  (^  Sons,  Ltd. 
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(1892),  W.N.  55),  This  course  has  been  followed  in  connection  with 
reductions  of  capital  which  have  afterwards  been  duly  sanctioned  by  the 
Court. 

5.  The  resolution  to  reduce  should  deal  with  the  whole  nominal 
capital,  although  part  of  it  is  unissued  {Scottish  Manitoba  (&  IS.B.  Real 
Estate  Co.,  20  R.  31).  This  case  shows  the  necessity  for  great  care  in 
framing  the  special  resolution  to  reduce  and  the  minute  to  be  filed  with 
the  Registrar.  For  another  case  of  what  was  held  an  improper  resolution, 
see  Morrison  <&  Co.,  Ltd.,  19  R.  1049.  The  Court  has  power  to  sanction 
any  scheme  of  reduction  which  it  considers  to  be  fair  and  equitable 
(British-American,  &g.  Co.  (1894),  A.C.  399  ;  Allsopp  (1903),  19  T.L.R. 
637;  Welshach  Co.  (1904),  1  Ch._87).  The  Court  may  confirm  a  reduc- 
tion by  cancelling  shares  of  individuals,  e.g.,  by  way  of  surrender,  although 
other  shares  of  the  same  class  are  left  untouched  (British  &c.  Co.,  supra; 
see  also  Banknock  Coal  Co.,  24  R.  476).  In  Oban  S  Aultmore,  <&;c.  Co., 
5  F.  1140,  it  was  held  that  arrears  of  preference  dividend  were  competently 
cancelled  as  part  of  a  scheme  of  reduction  of  capital  (the  cancellation  had 
been  sanctioned  by  a  separate  meeting  of  the  preference  shareholders,  held 
in  accordance  with  the  Articles). 

6.  The  certificate  issued  by  the  Registrar,  in  terms  of  sec.  15  of  the 
1867  Act,  after  the  sanction  of  the  Court  has  been  obtained  and  the  order 
of  Court  and  minute  filed,  is  conclusive  evidence  that  the  reduction  has 
been  duly  made.  Accordingly,  after  the  issue  of  the  certificate,  it  is  too 
late  to  take  objection  on  account  of  any  irregularity  in  the  procedure,  or 
even  on  the  ground  that  the  regulations  did  not  authorise  the  reduction 
(Walker  <&  Smith,  Ltd.,  19  T.L.R.  429). 

7.  The  words,  "  and  reduced,"  must,  from  the  date  of  the  meeting 
when  the  special  resolution  is  confirmed  until  such  date  as  the  Court  may 
fix,  be  added  to  and  used  as  part  of  the  Company's  name  (1867  Act,  s.  10), 
unless  the  reduction  does  not  involve  either  the  diminution  of  any  liability 
in  respect  of  unpaid  capital  or  the  repayment  of  paid-up  capital,  in  which 
case  it  is  unnecessary  to  use  the  words,  "  and  reduced,"  before  the  presenta- 
tion of  the  petition  to  the  Court,  and  the  Court  may,  if  it  thinks  fit, 
dispense  altogether  with  the  use  of  these  words  (1877  Act,  s.  4).  In 
Holland  <&  Co.,  25  R.  1039,  6  S.L.T.  No.  97,  the  Court,  on  the  ground 
that  no  special  reason  had  been  adduced  for  granting  it,  refused  a  motion 
to  dispense  with  the  words,  "  and  reduced."  But  this  case,  which  seems  at 
variance  with  the  earlier  cases  of  British  and  Burmese  Steam  Naviga- 
tion Co.,  7  R.  379;  New  Zealand  and  Australian  Land  Co.,  8  R.  691  ; 
Albany  Steamship  Co.,  23  R.  272;  and  Colonial  Real  Property  Co., 
23  R.  547,  has  not  been  followed  in  subsequent  practice.  On  the  contrary, 
it  is  believed  that  it  is  in  accordance  with  that  practice  to  say  that  it  is 
more  usual  than  otherwise  (whether  the  reduction  falls  within  sec.  4  of  the 
1877  Act  or  not)  for  the  Court,  in  the  interlocutor  ordering  intimation  and 
advertisement,  to  dispense  with  the  use  of  the  words,  "  and  reduced,"  pend- 
ing the  disposal  of  the  petition.  Unless  in  the  cases  to  which  sec.  4  of  the 
1877  Act  applies,  it  is  of  course  imperative  to  use  the  words  between  the 
date  of  the  meeting,  when  the  special  resolution  is  confirmed,  and  the  date 
when  such  use  is  dispensed  with  temporarily  or  permanently  by  the  Court. 
For  this  reason  it  is  desirable  to  have  the  petition  ready  for  presentation 
immediately  after  the  confirmation  of  the  special  resolution. 

8.  Section  4  of  the  1877  Act  is  not  clear  as  to  whether,  in  the  case  to 
which  it  applies,  the  words,  "  and  reduced,"  require  to  be  used  between 
the  date  of  the  presentation  of  the  petition  and  the  date  of  the  interlocutor 
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ordering  intimation  and  advertisement,  in  which  they  are  (as  mentioned 
in  paragraph  7)  usually  dispensed  with ;  but  in  practice  it  is  not  usual  to 
use  them  during  this  period. 

9.  In  cases  where  capital  is  being  repaid,  it  would  appear  that  (some- 
times, at  anyrate)  in  England,  the  Court  requires  the  repayment  to  be  made 
before  allowing  the  minute  to  be  filed  with  the  Kegistrar  (Chelmsford  Land 
Co.,  7th  May,  1904,  W.N.  106).  But  this  course  is  not  followed  in  Scotch 
practice.  The  repayment  should  be  made  as  soon  as  convenient  after  the 
minute  has  been  filed.  If  there  is  undue  delay  in  repaying,  the  money 
would  seem  to  be  at  the  risk  of  the  directors. 

10.  If  surplus  capital  is  being  repaid,  the  Company  must  satisfy  the 
Court  (or  the  reporter)  that  it  is  in  excess  of  the  wants  of  the  business  ; 
but  a  reduction  by  way  of  repaying  capital  is  competent  although  money 
has  to  be  borrowed  for  the  purpose  (West  End  Cafe  Co.,  21  R.  381).  It 
is  also  for  the  Company  to  prove  that  capital  has  been  lost  to  the  extent 
involved  in  the  proposed  reduction  (City  Projperty  Investment  Co.  v. 
Thorburn,  23  R.  400),  although  sanction  will  not  be  withheld  because  of 
trifling  discrepancies  in  the  figures  (Grianiag  Shipping  Co.,  2  F.  344 ; 
Morton,  Ltd.,  2  F.  1032).  In  ascertaining  the  value  of  the  available 
assets,  goodwill  should  be  taken  into  account  (Barrow  Hcematite  Co. 
(1900),  2  Ch.  846).  It  would  seem  also  sound  accounting  to  write  off  any 
balance  at  the  credit  of  profit  and  loss,  and  any  reserve  not  specially  set 
aside  and  appropriated,  before  writing  off  capital.  But  there  is  now 
authority  for  saying  that  this  is  unnecessary ;  see  L.  Trayner  in  Morton, 
Ltd.  (supra),  and  Hoare  <&;  Co.,  Ltd.  (1904),  2  Ch.  208.  In  the  latter 
case  the  Court  of  Appeal  (reversing  Buckley,  J.)  held  that  where  a  reserve, 
which  was  in  terms  of  the  Company's  constitution  used  in  the  business, 
had  been  properly  created  out  of  profits,  lost  capital  fell  to  be  rateably 
apportioned  to  capital  account  and  to  the  reserve  (i.e.,  in  proportion  to  the 
amount  of  each).  Vaughan  Williams,  L.J.,  distinguished  between  the 
expressions,  "  lost  capital,"  and  "  capital  unrepresented  by  available  assets,'* 
in  sec.  3  of  the  1877  Act. 

Notwithstanding  the  cases  of  Morton  and  Hoare,  however,  it  will  be 
prudent  in  connection  with  any  proposal  to  pay  a  dividend  notwithstanding 
loss  of  capital,  and  with  the  distinction  between  fixed  and  circulating 
capital  (Cox,  6  S.L.T.  86 ;  City  Property  Investment  Co.,  35  S.L.R.  249 ; 
25  R.  861),  to  keep  in  view  the  remarks  in  the  House  of  Lords  in  Dovey 
V.  Cory  (1901),  A.C.  477. 

11.  Subject  to  any  modifications  which  the  respective  classes  of  share- 
holders may  agree  on,  and  to  the  discretion  of  the  Court  to  sanction  any 
scheme  which  it  regards  as  fair  and  equitable,  where  a  reduction  involves 
a  return  of  capital  it  must  be  repaid  to  the  shareholders  in  the  order  in 
which  it  would  be  returned  to  them  in  a  winding-up  ;  and  where  lost 
capital  is  cancelled,  the  incidence  of  the  loss  is  the  same  as  it  would  be 
upon  a  dissolution  of  the  Company.  See  cases  cited  in  City  Propertv 
Investment  Co.,  35  S.L.R.,  at  p.  252. 

Form  23,  Notice  and  Resolutions  where  Articles  do  not  contain 
power  to  reduce 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  Com- 
pany will  be  held  within  the  registered  ofi&ce  of  the  Company  (address)  on  the 
17 
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day  of  19     ,  at  o'clock  afternoon,  for  the  purpose  of  con- 

sidering and,  if  approved  of,  passing  the  following  resolutions  which  will  afterwards 
be  submitted  for  confirmation  as  special  resolutions  to  a  second  Extraordinary- 
General  Meeting  of  the  Company  to  be  duly  convened,  viz. : — 

That  the  Articles  of  Association  of  the  Company  be  altered  by  the  following 
clause  being  inserted  therein  as  an  addition  to  the  existing  regulations  of  the 
Company,  viz. : — 

[15a.]  The  Company  may  from  time  to  time,  by  special  resolution,  reduce 
its  capital,  by  paying  off  capital,  or  cancelling  capital  which  has  been 
lost  or  is  unrepresented  by  available  assets,  or  reducing  the  liability  on 
the  shares,  or  otherwise,  as  may  seem  expedient ;  and  capital  may  be 
paid  off  upon  the  footing  that  it  may  be  called  up  again,  or  other- 
wise. 
[Or,  The  Company  may  from  time  to  time  reduce  its  capital  in  any  manner 
authorised  by  law.] 

By  Order  of  the  Directors, 

X.  Y.,  Secretary. 
(Place  and  Date.) 


Form  24,  Notice  and  Resolutions  for  second  Extraordinary 
General  Meeting 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  Company 
will  be  held  within  the  registered  ofl&ce  of  the  Company  {address)  on  the 

day  of  19     ,  at         o'clock  afternoon  for  the  following  pur- 

poses, viz. : — 

First.  To  consider  and,  if  approved  of,  confirm  as  a  special  resolution  the 
following  resolution  which  was  passed  at  the  Extraordinary  General  Meeting  held 
on  {date  of  first  meeting),  viz. : — 

(Take  in  Resolution  in  Form  23  altering  Articles  to  give  power  to  reduce.) 

Second.  To  consider  and,  if  approved  of,  to  pass  the  following  resolutions 
which  will  afterwards  be  submitted  for  confirmation  as  special  resolutions  to  a 
subsequent  Extraordinary  General  Meeting  of  the  Company  to  be  duly  convened, 
viz. : — 

(Take  in  the  resolutions  to  reduce.) 

By  Order  of  the  Directors, 
{Registered  Office.)  C.  D.,  Secretary. 

{Place  and  Date.) 

Where  the  articles  provide  that  a  reduction  shall  require  the  sanction 
of  separate  meetings  of  the  different  classes  of  shareholders,  there  will  be 
first  a  meeting  of  the  whole  Company  and  afterwards  a  meeting  of  the 
individual  classes  of  shareholders.  The  notice  convening  the  extraordinary 
general  meeting  of  the  Company  would  be  in  its  essentials  similar  to  the 
general  clauses  of  Form  23,  supra,  excepting  the  references  to  the  altera- 
tions of  the  articles.  It  is  assumed  that  the  meetings  are  all  held  on  the 
same  day,  the  general  meeting  of  the  Company  coming  first.  • 
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Form  25,  Notice  of  Meeting  of  Preference  Shareholders 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given,  that  a  meeting  of  the  holders  of  the  preference  shares 
of  The  A.  B.  Company,  Limited,  will  be  held  within  (place),  on  {date),  at  {hour) — 
or  as  soon  thereafter  as  the  Extraordinary  General  Meeting  of  The  Company  called 
for  that  day  at  {hour)  shall  have  concluded  its  business — to  consider  and,  if 
approved  of,  pass  the  following  resolution  which  is  intended  to  take  effect  as 
an  extraordinary  resolution  of  the  holders  of  said  preference  shares,  in  accordance 
with  clauses  [75]  and  [76]  of  the  Articles  of  Association,  viz. : — 

Whereas,  at  an  Extraordinary  General  Meeting  of  The  A.  B.  Company,  Limited, 
held  to-day,  the  following  resolutions,  which  are  afterwards  to  be  submitted  for 
confirmation  as  special  resolutions  to  a  second  Extraordinary  General  Meeting  of 
the  Company  to  be  duly  convened,  were  duly  passed  : — 
{Take  in  resolutions.) 
It  is  resolved  that  this  meeting  hereby  consents  to  the  said  resolutions,  and 
to  the  rights  and  privileges  attached  to  the  said  preference  shares  being  aban- 
doned, altered,  and  affected  to  the  extent,  effect,  and  intent  involved  in  the  said 
resolutions. 

By  Order  of  the  Directors, 

X.  Y.,  Secretary. 
{Place  and  Date.) 

Form  26,  Resolution  reducing  Capital  by  cancellation  of 
lost  Capital 

(L)  Two  Classes.     Loss  thrown  on  Ordinary  Shares. 

1.  That  the  capital  of  the  Company  be  reduced  from  £100,000,  divided  into 
5000  preference  shares  of  £10  each  and  5000  ordinary  shares  of  £10  each,  to 
£75,000,  divided  into  5000  preference  shares  of  £10  each  and  5000  ordinary 
shares  of  £5  each,  and  that  such  reduction  be  effected  by  cancelling  capital  which 
has  been  lost,  or  is  unrepresented  by  available  assets,  to  the  extent  of  £5  per  share 
on  each  of  the  said  5000  ordinary  shares,  and  by  reducing  the  nominal  amount  of 
each  of  the  said  ordinary  shares  from  £10  to  £5. 

[Provide  for  any  alterations  on  the  Articles  which  may  he  rendered  necessary 
hy  the  reduction,  thus : — 

2.  That  clause  [60]  of  the  Articles  of  Association  be  altered  by  deleting  the 
figures  [10,000]  occurring  therein,  and  inserting  in  lieu  thereof  the  figures 
[7500].] 

(2.)  One  Class  of  Shares.     Part  Unissued. 

That  the  capital  of  the  Company  be  reduced  from  £250,000,  divided  into 
50,000  shares  of  £5  each,  to  £225,000,  divided  into  50,000  shares  of  £4,  10s. 
each  ;  and  that  such  reduction  be  effected  by  cancelling  paid-up  capital  which 
has  been  lost,^r  is  unrepresented  by  available  assets,  to  the  extent  of  10s.  per 
share  upon  eacn  of  the  17,000  shares  which  have  been  issued  and  are  now  out- 
standing, and  by  reducing  the  nominal  amount  of  all  the  shares  of  the  Company's 
capital  from  £5  to  £4,  10s.  per  share. 
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Form  27,  Resolution  reducing  Capital  by  Repayment  of  Surplus 
Capital.    (One  class  of  Shares.) 

That  the  capital  of  the  Company  be  reduced  from  £125,000  sterling,  divided 
into  25,000  shares  of  £5  each,  to  £80,000  sterling,  divided  into  25,000  shares 
of  £3,  4s.  each,  and  that  such  reduction  be  effected  by  returning  to  the  holders 
of  the  said  shares,  all  of  which  have  been  issued,  paid-up  capital  to  the  extent  of 
£1,  16s.  per  share,  and  by  reducing  the  nominal  amount  of  each  of  the  shares 
from  £5  to  £3,  4s. 

Form  28,  Resolution  reducing  Capital  by  return  of  Paid-up 
Capital  subject  to  recall 

That  in  respect  of  each  of  the  5000  shares  of  the  capital  of  the  Company 
upon  which  £1  has  been  paid  up,  capital  be  paid  off  to  the  extent  of  10s.,  upon 
the  footing  that  the  amount  returned,  or  any  part  thereof,  may  be  called  up 
again,  in  such  amounts  and  at  such  dates  as  may  be  required  by  the  directors ; 
and  that  this  resolution  shall  not  affect  the  remaining  5000  shares  of  the  capital 
of  the  Company,  of  which  830  shares  have  been  issued  and  paid  up  to  the  extent 
of  10s.  each. 

Form  29,  Resolution  reducing  Capital  by  pajring  oflF  and  extinguish- 
ing specified  Preference  and  Ordinary  Shares 

(This  resolution  which  follows  that  upheld  in  British-American,  &c.  Co, 
(1894)  A.C.  399,  was  confirmed  hy  the  Court  of  Session  in  Telford  &  Co.y 
Limited,  1904.) 

That  the  capital  of  the  Company  be  reduced  to  £5000,  divided  into  200 
preference  shares  of  £5  each  and  800  ordinary  shares  of  £5  each,  and  that  the 
remainder  of  the  capital,  namely,  200  preference  shares,  numbered  respectively 
1  to  100  inclusive  and  141  to  240  inclusive,  and  400  ordinary  shares,  numbered 
respectively,  801  to  933,  1001  to  1067,  1101  to  1167,  1201  to  1267,  1301  to 
1333,  and  1351  to  1383,  all  inclusive,  be  paid  off  (the  capital  represented  by  said 
last-mentioned  preference  and  ordinary  shares  being  in  excess  of  the  wants  of 
the  Company),  and  that  such  preference  and  ordinary  shares  last  mentioned,  and 
all  liability  thereon,  be  wholly  extinguished. 

Form  30,  Resolution  reducing  Capital  by  Redemption  of  Pre- 
ference Shares  out  of  Accumulated  Profits 

{The  following  resolution  is  that  which  was  confirmed  in  Dicido  Pier  Co. 
(1891),  2  Ch.  354.) 

That  the  capital  of  the  Company  be  reduced  from  £30,000,  divided  into  460 
ordinary  and  140  preference  shares,  all  of  £50  each,  to  £23,000,  divided  into 
460  ordinary  shares,  and  that  such  reduction  be  effected  by  returning  to  the 
holders  of  the  1 40  preference  shares  that  have  been  issued,  paid-up  capital  to  the 
extent  of  £50  per  share  out  of  the  net  profits  of  the  Company,  set  apart  under 
clause  146  of  the  Articles  of  Association  of  the  Company,  and  by  cancelling 
the  capital  represented  by  the  said  preference  shares. 
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Form  31,  Resolution  reducing  Capital  by  Cancellation  of 
Unissued  Capital 

(1877  Act,  s.  5.) 

That  the  capital  of  the  Company  be  reduced  from  £100,000,  divided  into 
100,000  shares  of  £1  each,  to  £80,000,  divided  into  80,000  shares  of  £1  each,  and 
that  such  reduction  be  effected  by  cancelling  the  20,000  shares  which  have  not 
been  taken  or  agreed  to  be  taken  by  any  person. 

Form  32,  Resolution  for  Return  of  Accumulated  Profits  in 
Reduction  of  Paid-up  Capital 

(1880  Act,  ss.  StoQ.) 

For  explanation  of  effect  of  this  Act,  see  Buckley,  8th  ed.,  p.  685.  But 
the  explanation  commences  with  the  following  passage  : — "  The  author 
has  found  so  much  difficulty  in  struggling  to  understand  this  Act  of 
Parliament,  that  he  would  have  preferred  to  leave  it  to  others  to  say  what 
it  means." 

The  forms  here  given  were  used  in  connection  with  an  English  Com- 
pany in  1898.  Some  years  later  the  liability  thus  created  was  extinguished 
as  part  of  a  scheme  of  reduction  of  capital,  carried  through  by  special 
resolution  and  with  the  sanction  of  the  Court. 

Resolution 

That,  pursuant  to  sec.  3  of  the  Companies  Act,  1880,  there  be  returned  to 
the  holders  of  the  118,797  ordinary  shares  of  the  Company  of  £5  each,  now 
issued  and  fully  paid  up,  the  sum  of  £1  per  share,  in  reduction  of  the  amount 
paid  on  each  such  share,  and  to  the  intent  that  each  such  share  be  henceforth 
deemed  to  be  paid  up  to  the  extent  of  £i  only,  and  be  liable  to  a  call  of  £1. 

Form  33,  Memorandum  for  Filing  with  Registrar 
following  on  foregoing  Reduction 

(1880  Act,  s.  4.     A  copy  of  this  Memorandum  along  with  a  copy  of  the  special 
resolution,  should  he  inserted  in  the  Memorandum  and  Articles  of  Association.) 

Memorandum  showing  the  particulars  required  by  law  in  the  case  of  a 
reduction  of  capital,  produced  to  and  registered  by  the  Registrar  of  Joint-Stock 
Companies  on  (date),  pursuant  to  sec.  4  of  the  Companies  Act,  1880,  namely: — 

The  a.  B.  Company,  Limited 
Memorandum 

The  capital  of  The  A.  B.  Company,  Limited,  is  £1,187,970  divided  into 
1 18,797  cumulative  5  per  cent,  preference  shares  of  £5  each  and  118,797  ordinary 
shares  of  £5  each. 

At  the  time  of  the  registration  of  this  memorandum,  all  the  said  shares  have 
been  issued  and  allotted,  and  upon  each  of  such  shares  the  sum  of  £5  has  been 
and  is  to  be  deemed  to  be  paid  up ;  but  in  respect  of  each  of  the  118,797  ordinary 
shares  the  Company  is  empowered  to  pay  off  or  return  the  sum  of  £1  per  share 
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in  reduction  of  the  amount  paid  on  each  such  share,  and  to  the  intent  that  each 
such  share  be  henceforth  deemed  to  be  paid  up  to  the  extent  of  £i  only,  and  be 
liable  to  a  call  of  £1. 

The  a.  B.  Company,  Limited, 
per  X.  Y.,  Director. 

Form  34,  List  of  Creditors  at  Date  of  Reduction 

(1867  Act,  ss.  11,  13,  14,  17,  and  19.     £ut  see  1877  Act,  s.  4.) 

In  some  exceptional  cases  the  settling  of  a  list  has  been  dispensed 
with  where  this  was  specially  craved  in  the  petition  and  the  reporter 
was  satisfied  that  there  were  no  creditors ;  but  it  seems  doubtful  whether 
the  statutory  formality  of  settling  a  list  can  competently  be  dispensed 
with. 

List  of  Creditors  of  The  A.  B.  Company,  Limited,  at  (date),  referred  to  in  the 
Petition  at  their  instance  for  Confirmation  Order. 


Names,  Addresses,  and  Description  of  the  Creditors. 


Nature  of  Debt  or  Claim. 


Total  Creditors, 


Amount  of  Debt 
or  Claim. 


d. 


{Place  and  Date.) — I,  C.  D.,  secretary  of  The  A.  B.  Company,  Limited,  hereby 
certify  that  the  foregoing  contains  a  list  of  the  creditors  of,  and  persons  having 
claims  upon,  the  said  Company  on  the  day  of  (the  date 

fixed  by  the  interlocutor,  of  which  a  copy  is  hereto  prefixed),  together  with  their 
respective  addresses,  and  the  nature  and  amount  of  their  respective  debts  or 
claims,  and  that  to  the  best  of  my  knowledge,  information,  and  belief,  the  said 
list  is  a  true  and  accurate  and  complete  list  of  such  creditors  and  persons  having 
claims  on  the  date  aforesaid,  and  that  there  was  not  at  the  said  date  any  debt  or 
claim  which,  if  the  said  date  were  the  commencement  of  the  winding-up  of  the  said 
Company,  would  be  admissible  in  proof  against  the  said  Company,  other  than 
and  except  the  debts  set  forth  in  the  said  list.  I  am  enabled  to  make  this  state- 
ment from  facts  within  my  knowledge  as  secretary  of  the  said  Company,  and  from 
information  derived  from  investigation  of  the  affairs,  and  the  books,  documents, 
and  papers  of  the  said  Company. 

C.  D.,  Secretary. 
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Form  35,  Warrant  for  Repayment  of  Capital,  with  relative  Circular 

(1.)  Circular 


To. 


No 

The  a.  B.  Company,  Limited 

{Place  and  Date.) 
Sir  (or,  Madam), — 

Repayment  of  13s.  4d.  per  share  of  Preference  Capital. 

The  Court  [of  Session]  has  now  confirmed  the  special  resolution,  passed  and 
confirmed  by  the  Company  on  and  last,  for  the  repayment 

to  the  holders  of  the  preference  shares  of  paid-up  capital  to  the  extent  of  13s.  4d. 
per  share ;  and  I  beg  to  annex  hereto  a  warrant  for  £  ,  being  the  amount 

payable  on  your  preference  shares. 

The  warrant  can  be  cashed  free  at  any  branch  of  the  Bank  [of  Scotland]  on  or 
after  .     A  separate  warrant  is  being  sent  for  the  half-year's 

dividend  on  the  shares. 

Your  share  certificate,  endorsed  with  reference  to  the  repayment  of  capital,  is 
herewith  returned.  (The  share  certificates  would  previously  have  been  called  in 
for  this  jjurpose.)  Kindly  sign  and  return  the  enclosed  receipt  therefor,  [or,  "  I 
also  enclose  new  certificate  in  your  favour  for  same  number  of  shares  of  £4,  10s. 
each,  fully  paid  up,  for  which  please  sign  and  return  the  accompanying  receipt 
form."] — I  am,  your  obedient  Servant, 

C.  D.,  Secretary, 


(2.)  Warrant 
No. 

The  a.  B.  Company,  Limited 

Warrant  for  Repayment  of  13s.  4d.  per  Share  of  Preference  Capital. 

To  the  Bank  [of  Scotland,  Edinburgh].  (Stamp,  Id.) 

{Place  and  Date.) 
Pay  to  or  order,  and  debit  Capital  Repayment  Account 

with,  the  sum  of  ,  being  repayment  of  13s.  4d.  per  share  on  preference 

shares  of  £1  each,  in  terms  of  special  resolution  passed  and  confirmed  by  the 
Company  on  and  19      ,  and  confirmation  by  the  Court 

[of  Session]. 

For  The  A.  B.  Company,  Limited, 


C.  D.,  Secretary. 
£ 

Signature  of  payee 

Payable  with  recourse  at  any  other  Office  of  the  Bank,  including 
London  Office. 
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V.  Debentures  and  Debenture  Stock 

1.  A  debenture  may  be  simply  a  personal  obligation  to  pay,  or  it  may 
be  such  an  obligation  coupled  with  a  security.  Debenture  Stock  "is 
merely  borrowed  capital,  consolidated  into  one  mass  for  sake  of  con- 
venience. Instead  of  each  lender  having  a  separate  bond  or  mortgage,  he 
has  a  certificate  entitling  him  to  a  certain  sum,  being  a  portion  of  one 
large  loan"  (Lindley  on  Companies,  5th  ed.,  p.  195). 

2.  The  debentures  or  debenture  stock  of  a  company  incorporated  under 
the  Companies  Acts,  1862  to  1900  (differing  from  those  of  a  company  to 
which  the  Companies  Clauses  Acts  apply),  do  not,  without  express  provision, 
confer  on  the  holders  any  security  on  the  company's  assets.  Debenture  or 
debenture  stock  holders,  without  security  or  with  a  security  invalidly  con- 
stituted, rank  only  as  ordinary  creditors  {Clark  v.  West  Galder  Oil  Co., 
9R.  1017). 

3.  The  security  of  the  holders  of  debentures  or  debenture  stock  must  be 
validly  completed,  according  to  the  nature  of  the  subject  {Clark,  supra). 
This  is  almost  invariably  done  by  vesting  the  security  subjects  in  trustees. 

4.  In  England,  a  company  incorporated  under  the  Companies  Acts  may 
give  a  floating  charge  over  its  assets ;  but  such  a  charge  by  a  company 
registered  in  Scotland  over  its  assets  in  Scotland  is  invalid  {Clark,  supra). 
It  may  be  that  a  Scottish  company  can  give  a  valid  floating  charge  over 
its  assets  situated  in  England  or  in  any  other  country  where  such  a  charge 
is  recognised  (see  Scottish  Provident  Institution,  16  R.  112),  and  such  a 
charge  is  sometimes  given  for  what  it  is  worth.  The  cases  are  so  rare, 
however,  that  it  is  thought  unnecessary  to  give  forms  here. 

5.  In  issuing  debentures  or  debenture  stock,  the  company's  borrowing 
powers  must  be  carefully  kept  in  view. 

6.  Where  security  is  given  for  debentures  or  debenture  stock,  a  register 
of  mortgages  must  be  opened,  in  compliance  with  sec.  43  of  the  Companies 
Act,  1862.  In  the  case  of  a  public  issue  by  a  new  company,  it  is  necessary 
to  attend  to  the  provisions  of  the  Act  of  1900  as  to  prospectuses  and  also 
to  comply  with  sec.  6  of  the  same  Act.  The  provisions  of  that  Act  as 
regards  the  registration  of  mortgages  and  charges  do  not  apply  to  Scottish 
companies  (sec.  34). 

STAMP  DUTIES 

The  stamp  duty  payable  in  respect  of  registered  debentures  or  debenture 
stock  is  2s.  6d.  per  cent,  on  the  amount  secured  (Stamp  Act,  1891,  schedule, 
voce  "  Marketable  Security  "  and  "  Mortgage  ").  Where  a  company  is  taken 
bound  to  pay  off  its  debentures  or  debenture  stock  at  a  premium,  stamp 
duty  must  be  paid  in  respect  of  the  premium  {Rowell  (1897),  2  Q.B.  194). 
But  where  the  company  has  merely  power  and  is  not  bound  to  redeem  at 
a  premium,  the  premium  escapes  duty  {Knight's  Deep  (1900),  1  Q.B.  217). 

A  trust  deed  for  securing  debentures  is  not  treated  as  a  collateral 
security,  and  if  the  debentures  are  duly  stamped,  the  trust-deed  will  be 
adjudicated  if  impressed  with  the  10s.  deed  stamp.  A  trust-deed  to 
secure  debenture  stock  is,  however,  liable  to  the  ad  valorem  stamp  duty 
as  a  mortgage ;  but  the  debenture  stock  certificates  do  not  require  to  be 
stamped. 

Where  the  ad  valorem  stamp  duty  has  been  impressed,  in  the  case  of 
debenture  stock,  on  the  trust-deed,  and,  in  the  case  of  debentures,  on  the 
debentures  themselves,  the  separate  conveyances  of  the  security  subjects 
to  the  trustees  have  hitherto  been  adjudicated  in  Scotland  on  being  im- 
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pressed  with  the  deed  duty  of  10s.  In  the  case  of  the  British  Oil  and 
Cake  Mills,  Ltd.,  19th  Feb.  1903,  10  S.L.T.,  p.  183,  19  T.L.R.  262,  it  was 
held  by  the  English  Court  of  Appeal  that  where  a  company  had  in  a 
debenture  stock  trust-deed  bound  itself  to  convey  in  security  property 
which  it  had  contracted  to  purchase,  but  which  at  the  date  of  the  trust- 
deed  had  not  been  conveyed  to  it,  the  conveyances  afterwards  granted  of 
such  property  to  the  trustees  were  liable  as  "  auxiliary  "  or  "  additional " 
securities  to  the  ad  valorem  duty  of  6d.  per  cent. 

Form  1,  Interest  Coupon 

Thb  a.  B.  Company,  Limited 

Interest  on  Debenture,  No.  ,  for  £  for  half  year 

to  19       ,  at  per  cent.    .  .  .  .     £, 

Less  Income  Tax  ..... 


{Signature  of  Payee.)  ,  Secretary. 

(See  Note  infra.) 

Payable  at  the  Bank,  London,  and  Branches. 

The  manner  of  authenticating  the  coupon  should  be  provided  for  by 
minute  of  directors'  meeting ;  the  secretary  is  usually  authorised  to  sign 
the  coupons  at  the  time  of  issuing  the  debenture,  and  the  number  of  the 
debenture,  which  is  borne  upon  the  coupon,  is  sufficient  reference  to  the 
date  of  issue. 

The  coupons  representing  the  interest  for  the  period  of  the  loan  are 
printed  on  a  perforated  sheet  issued  with,  and  sometimes  attached  to,  the 
debenture.  Where  the  debenture  contains  an  option  for  the  company  to 
make  repayment,  or  for  the  debenture-holder  to  require  repayment,  at  an 
intermediate  date,  it  is  customary  to  issue  coupons  up  to  that  date  only, 
along  with  the  debenture,  and  to  issue  a  Talon  in  the  following  form  for 
the  supply  of  further  coupons,  should  the  option  referred  to  not  be 
exercised : — 

Form  2,  Talon  for  additional  Interest  Coupons 

Talon  for  fresh  supply  of  coupons  for  per  cent.  Debenture  No. 

,  for  sterling. 

The  holder  of  this  debenture  will  receive  in  exchange  for  this  talon  a  fresh 
supply  of  coupons  when  those  above  have  all  fallen  due. 

,  Secretary. 

Where  a  talon  is  issued  the  clause  as  to  interest  in  the  debenture  itself  may  read 
thus  :  "  Provided  always  and  declaring  that  we  shall  not  be  bound  to  make  pay- 
ment of  said  interest  except  upon  deliverance  of  the  proper  coupons  for  the  same 
issued  herewith,  or  to  be  issued  in  exchange  for  the  talon  issued  herewith." 
Coupons  for  interest  on  a  marketable  security,  whether  issued  with  the  security  or 
subsequently,  are  exempt  from  stamp  duty  {Finance  Act,  1894,  sec.  40).  Asa 
general  rule,  debentures  and  debenture  stock  are  marketable  securities  {see  Texas, 
&c.,  Co.,  26  S.L.R.  51). 
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It  is  convenient  to  print  on  each  debenture  columns  for  noting  the 
reofistration  of  transfers,  thus : — 


"O 


Form  3,  Provision  for  the  noting  of  Registration  of  Transfers 
(To  be  endorsed  on  the  Debenture) 


Transfer  No. 


Date  of  Begistration. 


Name  of  Transferee. 


Secretary's  Signature. 


Form  4,  Minute  of  Renewal  of  Debenture 

(To  be  endorsed  on  the  Debenture) 

The  stamp  duty  on  such  a  minute  is  6c?.,  whether  the  Company's  seal  is  or  is 
not  impressed.  The  usual  practice  is  not  to  use  the  seal,  hut  merely  to  have  the 
minute  signed  by  the  secretary  or  a  director. 

The  date  of  repayment  of  the  principal  sum  due  under  the  within-written 
debenture  is  hereby  postponed,  so  that  the  same  shall  not  become  due  and 
exigible  until  the  day  of  ,  19      ,  and  interest  on  the  said 

principal  sum  for  such  extended  period  at  the  rate  of  per  centum  per 

annum  shall  be  paid  [on  re-delivery  of  the  respective  coupons  issued  herewith]. 
(If  the  interest  is  not  payable  by  coupon,  the  bracketed  words  may  be  omitted,  and 
the  following  substituted:  "half-yearly  at  the  terms  within  specified.") 
Dated  the  day  of  ,  19     . 

Form  5,  Receipt  for  Principal  Sum 

(Endorsed  on  Debenture) 
(Exempt  from  stamp  duty  (Stamp  Act,  1891),  voce  "  Eeceipt,"  Exemption  11.) 
Received  from  The  A.  B.  Company,  Limited,  the  within  principal  sum  o| 
sterling,  all  interest  due  having  been  paid. 
Dated  the  day  of  ,  19     . 

Form  6,  Form  of  Debenture  Stock  Certificate 

The  a.  B.  CoMPANr,  Limited 
Incorporated  under  the  Companies  Acts,  1862  to  1900. 
Capital  £  ,  divided  into  shares  of  £  each,  of 

which  are  [Five  per  cent.  Cumulative  Preference]  Shares  and 

are  [Ordinary]  Shares. 
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Issue  of  [£100,000]  Debenture  Stock,  bearing  interest  at  the  rate  of  [4]  per 
cent,  per  annum. 

Issued  pursuant  to  clauses  to  of  the  Articles  of  Associa- 

tion of  the  Company,  and  to  a  resolution  of  the  Board  dated 

Certificate 

This  is  to  certify  that  of  ,  is  the  holder  of 

£  of  the  above-mentioned  Debenture  Stock. 

Interest  is  payable  on  the  Stock  half-yearly  on  the  [1st  January]  and  the 
[1st  July]  in  each  year,  at  the  rate  and  together  with  the  penalties  mentioned  in 
the  conditions  endorsed  hereon. 

The  holders  of  the  above-mentioned  Stock  are  entitled  pari  passu  to  the 

benefit  of,  and  are  subject  to  the  provisions  contained  in  a  Trust-Deed  dated  the 

,  made  between  The  A.  B.  Company,  Limited  (hereinafter 

called  the  Company),  of  the  first  part,  and  C.  D.,  E.  F.,  and  G.  H.  \designations\ 

of  the  second  part. 

The  Stock  is  also  issued  subject  to  the  conditions  endorsed  hereon. 

{It  is  now  usual  to  print  the  conditions  in  small  type  on  the  hack  of  the 
Certificate. ) 

Given  under  the  Common  Seal  of  the  Company,  and  executed  for  and  on 
behalf  of  the  Company  by  [two]  of  the  Directors  and  the  Secretary  of  the  Com- 
pany this  day  of  ,  19      . 

,  Director\s\. 
,  Secretary. 

Note. — The  above  Certificate  must  be  lodged  at  the  office  of  the  Company 
before  any  transfer  of  the  whole  or  any  part  of  the  Stock  represented  by  it  is 
registered. 


Form  7,  Another  Form  of  Debenture  Stock  Certificate 

No.  .  £  . 

The  a.  B.  Company,  Limited 

£20,000  6  per  cent.  Debenture  Stock. 
Interest  payable  30th  June  and  31st  December  each  Year. 
This  is  to  certify  that  is  the  Kegistered  Holder  of 

Pounds  Sterling  of  the  above-mentioned  Stock  (of  which  per 

cent,  has  been  paid  up),  which  Stock  is  issued  with  the  privileges  and  subject  to 
the  conditions  stated  as  applicable  thereto,  contained  in  an  Agreement  and  Deed 
of  Trust,  dated  the  day  of  ,  Nineteen  hundred  and  , 

entered  into  between  The  A.  B.  Company,  Limited,  aforesaid,  on  the  one  part, 
and  A.  B.  {designation),  and  C.  D.  {designation),  on  the  other  part. 

Given  under  the  Common  Seal  of  The  A.  B.  Company,  Limited,  this 
day  of  Nineteen  hundred  and 

,  Director. 
,  Secretary. 

Note. — This  Certificate  must  be  surrendered  before  a  Transfer  of  the  whole 
or  any  part  of  the  Stock  can  be  registered,  and  no  amount  less  than  £10,  or  that 
is  not  a  multiple  thereof,  can  be  transferred. 
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VI.  Directors 


The  first  directors  of  a  company  are  sometimes  appointed  by  being 
named  in  the  company's  Articles,  and  failing  that  method  of  appointment 
the  provisions  of  clause  53  of  Table  A  obtain,  which  stipulates  that  until 
directors  are  appointed  the  subscribers  of  the  Memorandum  of  Association 
shall  be  deemed  to  be  directors;  but  a  more  usual  provision  in  the  Articles 
is  that  the  first  directors  shall  be  appointed  by  the  subscribers  or  by  writing 
under  their  hand. 

The  annual  vacancies  on  the  Board  are  filled  up  by  nomination  and 
election  on  any  special  terms  provided  for  in  the  Articles,  and  no  particular 
form  is  necessar3\ 

The  remuneration  of  the  directors  is  most  frequently  voted  to  them  by 
the  shareholders  at  the  annual  general  meeting,  when  the  report  and 
accounts  are  up  for  consideration.  It  should  be  noted  that  if  a  director's 
remuneration  is  "  (so  much)  per  annum,"  he  will  be  entitled  to  the  fees 
only  if  he  serves  the  complete  year,  whereas  if  the  sum  be  fixed  "  at  the 
rate  of  (so  much)  per  annum,"  a  retiring  director  will  be  entitled  to  an 
apportionment  of  the  fees  (see  Salton  v.  New  Beeston  Cycle  Co.  (1899),  1 
Ch.  775).  Article  57  of  Table  A  provides  (with  certain  unimportant 
exceptions)  that  a  director  shall  be  disqualified  and  his  seat  on  the  Board 
rendered  vacant — 

(1)  If  he  hold  any  other  ofiice  or  place  of  profit  under  the  Company. 

(2)  If  he  become  bankrupt  or  insolvent. 

(3)  If  he  be  concerned  in  or  participates  in  the  profits  of  any  contract 

with  the  company. 

A  director's  place  on  the  Board  will,  of  course,  also  be  vacated  when  he 
ceases  to  hold  the  director's  share  qualification,  if  any,  stipulated  by  the 
Articles.  In  such  circumstances  the  directors  convened  in  meeting  resolve 
that  the  director  disqualified  in  any  of  the  afore-mentioned  respects  shall 
be  notified  thereof,  and  they  may  then  proceed  to  fill  the  vacancy  in  the 
manner  provided  by  the  Articles. 


Form  1,  Resolution  to  Notify  Disqualified  Director  of  his 
Disqualification 

Resolved  that  the  Manager  [or  Secretary]  be  instructed  to  notify  {director's 
name)  that  his  seat  on  the  Board  of  the  Company  has  become  vacant,  as  from 
the  day  of  19     ,  by  reason  of  his  having  ceased  on  that 

date  to  hold  the  necessary  share  qualification  {or  other  reason  which  operates 
disqualification). 

Form  2,  Notice  to  Director  of  his  Disqualification 
The  A.  B.  Company,  Limited 

{Pla^e  and  Bate.) 

SiJR, — I  am  instructed  by  the  Directors  of  this  Company  to  notify  you,  that 
at  their  meeting  held  on  {date  of  meeting),  they  resolved  to  notify  you  that  your 
seat  on  the  Board  had  become  vacant  by  reason  of  your  ceasing  to  hold  the  share 
qualification  required  by  Article 
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Form  3,  Resolution  of  Directors  fixing  Registered  OflBce 

Resolve  that  the  Kegistered  Office   of   the  Company  shall  be   situated   at 

,  in  the  County  of  ,  and  as  required  by  section  40 

of  the  Companies  Act,  1862,  the  Secretary  be  instructed  to  give  notice  of  the 

situation  of  such  Registered  Office  to  the  Registrar  of  Joint  -  Stock  Companies 

forthwith. 

{The  Notice  to  the  Registrar  is  an  official  form.) 


Form  4,  Resolution  of  Directors  as  to  signing  Cheques  on  the 
Company's  Account 

Resolve  that  the  ordinary  bank  account  of  the  Company  shall  be  kept  with 
the  branch  of  the  Bank,  and  that  the  same  should 

be  operated  upon  by  cheques  or  drafts  signed  on  behalf  of  the  Company  by  [any 
two  Directors  and  countersigned  by  the  Secretary],  and  an  excerpt  of  this  Minute, 
duly  authenticated,  was  directed  to  be  sent  to  the  said  Bankers. 


Form  5,  Resolution  fixing  Directors'  Remuneration 

Resolved  that  the  remuneration  of  the  Board  for  the  past  year,  and  for  future 
years,  be  fixed  at  £  per  annum,  exclusive  of  the  remuneration  of  the 

Managing  Director ;  this  sum  to  be  paid  free  of  income  tax,  and  the  remunera- 
tion to  remain  at  this  sum  unless  and  until  altered  by  the  Company  in  general 
meeting. 

VII.  Meetings 

(a)  First  Statutory  Meeting.     See  1900  Act^  sec.  12  sub-sec.  (1). 


Form  1,  Notice  of  First  Statutory  Meeting 

The  a.  B.  Company,  Limited 

( Place  and  Date. ) 

Notice  is  hereby  given  that  the  Statutory  Meeting  of  the  Company,  appointed 
by  sec.  12  of  the  Companies  Act,  1900,  will  be  held  within  {address  of  the 
Registered  Office),  on  the  day  of  19     ,  at 

afternoon. 

A  copy  of  the  report  required  by  the  said  section  is  enclosed  herewith. 

{Or  the  notice  may  be  annexed  to  a  printed  copy  of  the  report  which  is  in 
Official  Form,  No.  46.) 

By  Order, 

C.  D.,  Secretary, 
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Form  2,  Minute  of  First  Statutory  Meeting 

(1900  Act,  s.  12.) 

Minute  of  General  Meeting  of  the  A.  B.  Company,  Limited,  held  in 
compliance  with  sec.  12  of  the  Companies  Act,  1900,  within  (place)  on 
(date). 

Present — {insert  names) 

The  Secretary  submitted  (1)  copy  of  the  Notice  calling  the  Meeting,  and  (2) 
copy  of  a  Report  which  had  been  issued  by  the  Directors  in  compliance  with 
sec.  12  of  the  Companies  Act,  1900.  (Frequently  the  notice  is  endorsed  on  a  copy 
of  the  report.  The  Report  is  in  the  Official  Form,  No.  46.)  Prefixed  to  these  was 
a  certificate  that  a  copy  of  the  Notice  and  a  copy  of  the  Report  had,  on  , 

been  posted  to  each  member  of  the  Company. 

The  Secretary  also  reported  that,  on  ,  a  copy  of  the  Report  had 

been  filed  with  the  Registrar  of  Joint-Stock  Companies,  and  he  submitted  the 
Registrar's  receipt.  The  Secretary  was  directed  to  engross  a  copy  of  the  Report 
in  the  Minute-Book,  immediately  after  this  Minute. 

There  was  produced  a  list  showing  the  names,  descriptions,  and  addresses  of 
the  members  of  the  Company,  and  the  number  of  shares  held  by  them  respectively, 
and  the  Chairman  explained  that,  in  terms  of  the  Act,  this  list  was  open  and 
accessible  to  any  member  during  the  continuance  of  the  meeting. 

The  Chairman  further  explained  that  the  members  present  were  at  liberty  to 
discuss  any  matter  relating  to  the  formation  of  the  Company,  or  arising  out  of  the 
Report,  but  no  one  raised  any  question,  and  no  discussion  took  place  {or  as  the 
case  may  be). 

The  report,  which  falls  to  be  submitted  to  this  first  statutory  meeting, 
is  in  the  Official  Form,  No.  46,  and  must  contain  all  the  particulars  set 
forth  in  the  1900  Act,  sec.  12,  sub-sec.  (2). 

(b)  Ordinary  General  Meetings. — The  articles  of  the  company  provide 
for  the  calling  of  the  ordinary  general  meetings  annually  or  otherwise,  and 
it  should  be  particularly  noted  whether  foreign  shareholders  and  the 
representatives  of  deceased  shareholders  are  entitled  to  be  called  to  these 
meetings.  Where  the  company's  articles  do  not  make  any  provisions  for 
the  ordinary  meetings  of  the  company,  sec.  52  of  the  1862  Act  must  be 
kept  in  view.  Section  49  of  the  same  Act  lays  down  that  "a  general 
meeting  of  every  company  under  the  Act  shall  be  held  once  at  least  in 
every  year."  That  means  once  in  every  calendar  year,  not  in  every  year 
of  the  company's  life. 

The  secretary  of  the  company  cannot,  without  the  directors'  sanction, 
summon  a  general  meeting  (State  of  Wyoming  Syndicate,  Ltd.  (1901), 
2  Ch.  431). 

Form  3,  Notice  convening  the  Annual  General  Meeting 

{2'his  notice  is  commonly  printed  on  the  back  of  the  Annual  Report,  which 
falls  to  be  considered  at  this  meeting.) 

Notice  is  hereby  given  that  the  [Tenth]  Annual  General  Meeting  of  the 
members  will  be  held  in  the  Registered  Office  of  the  Company  (address  of  Regis- 
tered Office),  on  day  of  19  ,  at  o'clock 
afternoon,  for  the  purpose  of  receiving  and  considering  the  Report  of  the  Directors 
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and  the  Balance  Sheet  and  Profit  and  Loss  Account  for  the  year  to  31st  December, 
19  ;  to  authorise  the  payment  of  Dividends ;  and  to  transact  the  other  business 
of  the  Ordinary  General  Meeting  of  the  Company. 

By  Order  of  the  Board, 


(Registered  Office.)  ,  Secretary. 

(Date.) 

Form  4,  Agenda  for  Annual  General  Meeting 

The  a.  B.  Company,  Limited 

Agenda  for  First  Annual  General  Meeting,  to  be  held  within  (place)^  on  (date.) 

1.  The  Secretary  to  read  the  notice  calling  the  meeting,  and  lay  upon  the  table 
a  certificate  of  the  due  posting  of  the  notices  to  the  shareholders. 

2.  The  Chairman  [or  Secretary]  to  submit  the  Report  by  the  Directors,  along 
with  the  Balance  Sheet  and  Profit  and  Loss  Account,  duly  certified  by  the 
Auditors,  and  the  Auditors'  Report.  These  to  be  held  as  read,  except  the 
Auditors'  Report,  which  must  be  read  (1900  Act,  sec.  23). 

3.  The  Chairman  to  move  the  adoption  of  the  Directors'  Report,  Balance  Sheet, 
Profit  and  Loss  Account,  and  Auditors'  Report.    The  form  of  the  motion  may  be  : — 

"That  the  Directors'  Report,  Balance  Sheet,  and  Profit  and  Loss  Account,  and 
the  Auditors'  Report,  now  submitted,  be  approved ;  that  the  interim  dividend  on 
the  Preference  Shares  paid  on  last  be  approved  j  and  that  dividends 

on  the  Preference  and  Ordinary  Shares  be  now  declared,  in  accordance  with  the 
recommendation  contained  in  the  Report." 

(In  moving  this,  he  may  call  attention  to  any  special  point  in  the  Balance  Sheet 
or  Profit  and  Loss  Account,  and  say  how  the  business  has  been  progressing,  <&c. 
He  will  further  state  that  it  is  the  intention  of  the  Directors  to  pay  an  interim 
dividend  on  the  Preference  Shares  on  next,  for  the  half-year 

immediately  preceding,  and  that  thereafter  the  dates  of  payment  of  the  half-yearly 
dividends  on  the  Preference  Shares  would  be 
and  .) 

4.  Mr.  to  second  the  motion. 

5.  Mr.  to  move  that  Mr.  ,  the  retiring  Director, 
be  re-elected  a  Director  of  the  Company. 

6.  Mr.  to  second  the  motion. 

7.  Mr.  to  move  that  the  remuneration  of  the  Board  for  the 
past  year  be  fixed  at  £  per  annum  (exclusive  of  the  remuneration  of  the 
Managing  Director) ;  this  sum  to  be  paid  free  of  income  tax. 

8.  Mr.  to  second  the  motion. 

9.  The  Chairman  to  move  that  Messrs.  be  re-elected  Auditors, 
and  that  the  remuneration  of  the  Auditors  for  future  years  be  fixed  at  £, 

per  annum,  unless  and  until  altered  by  the  Company  in  general  meeting. 

This  assumes  that  the  Directors  have  fixed  the  remuneration  for  the  first  year 
(see  1900  Act,  sec.  22). 

10.  Mr.  to  second  the  motion. 

11.  Mr.  to  move  a  vote  of  thanks  to  the  Chairman. 
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(c)  Extraordinary  General  Meetings. 

Form  5,  Notice  convening  Extraordinary  General  Meeting 
to  pass  Ordinary  Resolutions 

(See  Articles  30  and  31  o/  Table  A^  or  the  corresponding  special  Articles,  if  any, 

of  the  Company) 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the 
A.  B.  Company,  Limited,  will  be  held  within  the  Kegistered  Ofl&ce  of  the 
Company,  at  {address  of  Registered  Office),  on  the  day 

of  19      ,  at  o'clock  afternoon,  to  consider  and,  if  approved 

of,  pass  the  following  resolutions,  viz.  : — 

{Set  down  the  resolutions  in  the  form  in  which  they  are  to  he  put  to  the  meeting.) 
By  Order  of  the  Directors, 

{Registered  Office.)  ,  Secretary. 

{Date.) 

Form  6,  Notice  convening  Extraordinary  General  Meeting 

to  pass  Extraordinary  Resolutions 

The  a.  B.  Company,  Limited 

{Registered  Office.) 

{Place  and  Date.) 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  above- 
named  Company  will  be  held  within         {place)         ,  on  {date)         ,  at 
o'clock                     noon,  for  the  purpose  of  considering  and,  if  deemed  expedient, 
passing  the  following  Extraordinary  Kesolution,  viz. : — 

That  it  has  been  proved  to  the  satisfaction  of  this  meeting  that  the  Company 
cannot,  by  reason  of  its  liabilities,  continue  its  business,  and  that  it  is  advisable 
to  wind  up  the  same;  and  accordingly  that  the  Company  be  wound  up 
voluntarily. 

At  said  meeting  it  will  also  be  moved  : — 

[1.  That  C.  D.,  Chartered  Accountant,  and  E.  F.,  Chartered  Accountant,  be, 
and  hereby  are,  appointed  liquidators  for  the  purposes  of  the  winding-up,  and  that 
each  of  them  may  act  separately,  and  exercise  every  power  which,  by  the 
Companies  Act,  1862,  and  Acts  amending  and  extending  the  same,  is  conferred 
on  liquidators.] 

[2.  That  the  liquidators  be  instructed  to  take  the  necessary  steps  for  having 
the  liquidation  placed  under  the  supervision  of  the  Court.] 

[3.  That  a  committee  of  shareholders  and  creditors  be  appointed  to  advise 
with  the  liquidators.] 

{Note. — In  Scotland  the  members  of  such  a  Committee  are  not  entitled  to 
remuneration,  even  if  this  he  sanctioned  by  the  resolution  appointing  them 
{Pattisons  Limited,  4  F.  1010). 

The  members  of  such  committees  may  be  appointed  at  said  meeting  or 
subsequently.) 

By  Order  of  the  Board, 

,  Secretary. 
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Form  7,  Notice  convening  Extraordinary  General  Meeting 
to  pass  Special  Resolution 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the 
A.  B.  Company,  Limited,  will  be  held  within  the  Registered  Office  of  the 
Company  {address  of  Registered  Office)^  on  ,  the  day 

of  ,19  ,   at  o'clock   afternoon,  for   the  purpose  of 

considering,  and,  if  approved  of,  passing  the  following  resolution [s],  which  will 
afterwards  be  submitted  for  confirmation  as  special  resolution [s],  to  a  second 
Extraordinary  General  Meeting  of  the  Company,  to  be  duly  convened,  viz.  :— 

{Take  in  resolutions.) 

By  Order  of  the  Directors, 

,  Secretary. 

{Registered  Office.) 
{Date.) 


Form  8,  Notice  convening  Meeting  to  confirm  Special  Resolution 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the 
A.  B,  Company,  Limited,  will  be  held  within  {place),  on  (date\  at  {hour),  when 
the  following  resolution[s],  which  were  passed  at  the  Extraordinary  General  Meet- 
ing of  the  Company  held  on  ,  will  be  submitted  for  confirmation 
as  special  resolutions,  viz. : — 

{Take  in  resolutions.) 

By  Order  of  the  Directors, 

,  Secretary. 

{Registered  Office.) 
{Date.) 

{For  the  definitions  of  special  and  extraordinary  resolutions,  see  Act  o/1862, 
sections  51  and  129.) 


VIII.  Memorandum  of  Association 

For  the  statutory  contents  of  the  Memorandum,  see  1862  Act,  sec.  8, 
and  Second  Schedule,  Form  A.  The  articles  of  association,  and  the  require- 
ments in  connection  with  registering  the  company,  vary  according  as  the 
company  is  to  issue  an  invitation  to  the  public  to  subscribe  for  its  shares 
(a  "  public  "  company),  or  is  not  to  issue  such  an  invitation  (a  "  private  " 
company) ;  but  the  form  and  contents  of  the  Memorandum  may  be  the 
same,  whether  the  company  is  to  be  public  or  private.  (It  is  better  that 
the  "  minimum  subscription,"  mentioned  in  sec.  4  of  the  Companies  Act, 
1900,  be  fixed  in  the  articles  and  not  in  the  Memorandum  of  Association, 
because  if  fixed  in  the  Memorandum  it  would  be  unalterable.) 
18 
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Form  1,  Skeleton  Memorandum  of  Association 

The  Companies  Acts,  1862  to  1900 

Company  limited  by  Shares 

Memorandum  of  Association  of  the  A.  B.  Company,  Limited 

I.  The  name  of  the  Company  is  "  The  A.  B.  Company,  Limited." 
{As  to  change  of  name,  see  Form  2,  infra.) 

{As  to  omitting  the  word  "limited"  as  part  of  the  name,  see  1867  Act,  sec.  23.) 

II.  The  Registered  Office  of  the  Company  shall  be  situate  in  [England, 
Scotland,  or  Ireland]. 

This  determines  the  domicile  of  the  company  for  all  time  (see  1862 
Act,  sees.  174  (3)  and  81).  It  cannot  afterwards  change  its  registered 
office  to  another  of  the  three  kingdoms.  Subject  to  its  articles  of  associa- 
tion, however,  a  company  has  unlimited  power  of  changing  from  time  to 
time  its  office  from  one  place  to  another  within  the  same  kingdom.  But 
the  provisions  of  sees.  39  and  40  of  the  1862  Act,  as  to  notifying  the 
registrar,  must  be  complied  with. 

III.  The  objects  for  which  the  Company  is  established  are  : — 

Except  as  provided  by  the  Companies  (Memorandum  of  Association) 
Act,  1890,  the  objects  stated  in  the  Memorandum  are  unalterable.  When 
it  is  required  to  do  acts  which  are  not  sanctioned  (expressly  or  impliedly) 
by  the  Memorandum,  and  the  1890  Act  does  not  afford  a  remedy,  recon- 
struction has  to  be  resorted  to.  It  is,  therefore,  usual  and  desirable  to 
express  the  objects'  clause  in  wide  terms. 

In  the  most  recent  case  on  the  interpretation  of  a  memorandum  of 
association  (Stephens  v.  Mysore  Beefs,  <^c.,  Co.,  Limited,  1902,  1  Ch.  745), 
the  Memorandum  contained  the  following : — 

"  To  do  all  such  things  as  are  incidental  or  conducive  to  the  attainment 
of  the  above  objects,  and  so  that  the  word  '  company '  in  this  clause  shall 
be  deemed  to  include  any  partnership  or  other  body  of  persons,  whether 
incorporated  or  not  incorporated,  and  whether  domiciled  in  the  United 
Kingdom  or  elsewhere,  and  so  that  the  objects  specified  in  each  paragraph 
of  this  clause  shall,  except  when  otherwise  expressed  in  such  paragraph,  be 
in  nowise  limited  or  restricted  by  reference  to  or  inference  from  the  terms 
of  any  other  paragraph  or  the  name  of  the  company." 

It  was  held  that  this  clause,  coupled  with  some  general  clauses,  did  not 
justify  the  acquisition  of  a  mining  property  in  West  Africa  by  a  company, 
which  had  been  formed  for  the  purpose  of  taking  over  a  mining  property 
in  Mysore,  and  for  acquiring  and  working  mines  "  in  Mysore  and  elsewhere." 
The  judge  (Swinfen  Eady,  J.),  in  rejecting  the  argument  that  the  clause 
quoted  was  sufficient  to  make  the  object  stated  in  each  preceding  paragraph 
an  independent  object  of  the  company,  said  :  "  It  is  quite  true  that  a  com- 
pany is  not  necessarily  confined  to  one  object.  It  may  have  two  or  more 
definite  different  objects.  But  unless  all  these  definite  different  objects 
are  set  out  with  reasonable  clearness  in  the  Memorandum  of  Association, 
then  sec.  8  of  the  Companies  Act,  1862,  has  not  been  complied  with.  A 
mere  stringing  together  of  a  large  number  of  very  wide  powers  does  not 
satisfy  that  section." 

In  another  passage  the  learned  judge  said  :  "  The  right  way  to  construe 
the  Memorandum  of  Association  is  to  take  the  first  paragraph  as  stating 
the  principal  or  primary  object  for  which  the  company  was  formed.  .  .  . 
Then  the  remaining  paragraphs  .  .  .  must  be  read  as  conferring  on  the 
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company  full  and  ample  powers  for  carrying  out  that  main  object.  It  is 
right  to  give  a  liberal  interpretation  to  these  subsidiary  paragraphs  to 
enable  the  main  object  of  the  company  to  be  carried  out.  But  it  is  not 
right  to  accept  a  construction  which  would  virtually  enable  the  company 
to  carry  on  any  business  or  undertaking  of  any  kind  whatever." 

It  is  not  permissible  to  provide  that  the  objects  shall  be  such  as  the 
company  may  from  time  to  time  in  general  meeting  determine,  or  to  detail 
certain  objects,  and  add,  "  and  such  other  objects  as  the  company  may  in 
general  meeting  determine  "  (see  Welsbach,  <&c.,  Co.  (1904),  1  Ch.  at  pp. 
99,  100).  Such  provisions  would  not  comply  with  the  requirement  of 
sec.  8  of  the  1862  Act,  that  the  Memorandum  shall  contain  the  objects  of 
the  company.  Observe,  however,  that  there  is  no  statutory  requirement 
as  to  the  rights  and  privileges  of  the  different  classes  of  shareholders, 
inter  se ;  consequently,  although  these  are  set  out  in  the  Memorandum, 
it  is  competent  to  provide  for  their  modification. 

IV.  The  liability  of  the  members  is  limited. 

(These  are  the  words  of  Form  A  of  the  Second  Schedule  to  the  1862  Act,  and 
should  not  he  departed  from.) 

V.  The  capital  of  the  Company  is  [one  hundred  thousand]  pounds  sterling, 
divided  into  [one  hundred  thousand]  shares  of  [one]  pound  each ;  with  power  to 
divide  the  shares  in  the  capital  for  the  time  being  into  several  classes,  and  to 
attach  thereto  respectively  such  preferential,  deferred,  or  special  rights,  privileges, 
or  conditions  as  may  be  determined  by  or  in  accordance  with  the  regulations  of 
the  Company. 

The  requirements  of  sec.  8  of  the  Companies  Act,  1862,  and  of  Form 
A  of  the  Second  Schedule  to  the  Act,  are  that  this  clause  should  set  out 
(1)  the  amount  of  capital,  (2)  the  number  of  shares  into  which  the  capital 
is  to  be  divided,  and  (3)  the  amount  of  the  shares. 

We,  the  several  persons  whose  names  and  addresses  are  subscribed,  are 
desirous  of  being  formed  into  a  Company,  in  pursuance  of  this  Memorandum  of 
Association;  and  we  respectively  agree  to  take  the  number  of  shares  in  the 
capital  of  the  Company  set  opposite  to  our  respective  names. 


Names,  Addresses,  and  Descriptions  of  Subscribers. 


Number  of 
Shares  taken  by 
each  Subscriber. 


James    Smith,    Ilford,    Canaan   Lane,   Edinburgh,    Wholesale 

Stationer    .......  One  . 

William  Gardner,  39  Mansfield  Road,  Edinburgh,  Knight      .  One 

Hugh  Edwards,  59  Weston  Park,  Edinburgh,  Works  Manager  One 
Robert    Thorne,    2    Queen   Victoria    Street,    London,    E.C., 

Stationer    .......  One 

Sidney  R.  Fairweather,  78  John  Street,  Glasgow,  Merchant    .  One 

William  Stanley,  12  Albert  Street,  Leith,  Book-keeper            .  One 
James  Ellis,  116  Camden  Street,   Edinburgh,  Writer  to  the 

Signet        .......  One 

Dated  the  day  of  ,  nineteen  hundred  and 

Witness  to  the  above  signatures, 

Robert  Harding,  of  25  Norfolk  Street, 
Edinburgh,  Solicitor. 
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(a)  Capital— (1.)  The  changes  which  may  be  made  where  the  articles 
permit  may  be  summarised  as  follows : — 

(1.)  Capital  may  be  increased  (1862  Act,  sec.  12). 

(2.)  Shares  may  be  consolidated — e.g.,  five  £1  shares  into  one  of  £5 

(1862  Act,  sec.  12). 
(3.)  Paid-up  shares  may  be  converted  into  stock  (1862  Act,  sec.  12). 
(4.)  Stock  may  be  subdivided  into  shares  (1900  Act,  sec.  29). 
(5.)  Shares  may  be  subdivided — e.g.,  one  £5  share  into  five  of  £1 

(1867  Act,  sec.  21). 
(6.)  Unissued  shares  may  be  cancelled  (1877  Act,  sec.  5),  and  capital 

may  be  repaid  out  of  accumulated  profits  (1880  Act,  sees.  3 

to  6). 
(7.)  Capital  may,  with  the  sanction  of  the  Court,  be  reduced  (1867 

Act,  sees.  9  et  seq.,  and  1877  Act). 

(2.)  The  following  points  on  the  most  familiar  class  of  shares  with 
special  privileges  should  be  observed : — 

1.  Prima  facie  a  preferential  dividend  is  cumulative.  "  A  preferential 
dividend  in  the  absence  of  expressions  limiting  the  preference  to  a  parti- 
cular year,  means  a  dividend  having  a  preference  over  the  whole  income  of 
the  company  during  the  whole  period  of  its  existence,  or  during  as  many 
years  as  may  be  necessary  to  satisfy  the  claim  of  dividend.  ...  If  a 
preference  limited  to  the  particular  year  is  intended,  then  it  must  be 
made  clear  by  express  words  that  such  a  preference  and  no  more  is 
intended  "  (per  Lord  M'Laren  in  Arizona  Copper  Co.,  1  F.  935).  Never- 
theless, where  it  is  intended  to  make  the  dividend  cumulative,  it  is  usual 
and  proper  to  say  ro  expressly.  The  elaborate  clauses  which  are  some- 
times used  are  unnecessary.  It  is  sufficient  to  use  the  word  "  cumu- 
lative." 

2.  Right  to  a  preferential  dividend  does  not  give  priority  as  regards 
capital.  If  such  priority  is  intended,  the  right  must  be  expressly  con- 
ferred. 

3.  If  shareholders  with  priority  as  to  capital  are  not  to  be  entitled  to 
share  in  the  assets  remaining  after  their  capital  has  been  repaid,  this 
must  be  expressly  provided.  Similarly,  if,  as  is  usually  the  case,  it  is 
intended  that  preference  shareholders  shall  have  no  interest  in  profits 
beyond  their  stipulated  dividend,  their  rights  must  be  so  restricted. 

(3.)  In  the  proposed  alteration  of  the  rights  attached  to  the  various 
classes  of  shares  the  following  points  should  be  kept  in  view : — 

1.  If  the  rights  of  the  respective  classes  of  shares  are  set  out  in  the] 
Memorandum,  they  are  unalterable  (Ashbury  v.  Watson  (1885),  30  CD. 
376),  unless  the  Memorandum  expressly  provides  for  alteration  in  manner 
prescribed  by  the  regulations  (Welshach  Incandescent  Gas  Light  Co.,  Ltd. 
(1904),  1  Ch.  87). 

2.  In  the  important  English  case  of  Allen  v.  Gold  Reefs  of  West  Africa] 
(1900),  1  Ch.  656,  where  the  right  to  alter  the  articles  by  special  resolu- 
tion was  fully  discussed — (as  to  whether  the  right  would  in  Scotland  bej 
carried  as  far  as  it  was  in  Allen's  case,  see  Moir  v.  Duff  &  Co.,  Ltd.,  2  F. ' 
1265), — Romer,  L.J.,  one  of  the  majority  of  judges,  made  the  following 
reservation  (p.  679)  : — "  Special  contracts  might  be  made  with  particular 
classes  of  shareholders  or  individuals,  or  special  obligations  to  them  might 
be  incurred  by  the  Company,  and  that  even   by  virtue  of  the  original 
articles  of  association   alone,    which   would   prevent    the   articles    being] 
altered  as  against  them    or   prevent   the   alterations   being   enforceable 
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against  them."  Moreover,  alteration  of  the  articles  by  special  resolution 
must  be  exercised  "  for  the  benefit  of  the  company  as  a  whole  "  (per 
Lindley,  M.R.,  in  Allen's  case,  at  p.  671),  and  not  by  way  of  fraud  on  or 
oppression  of  a  minority  {Menier  v.  Hooper's  Telegraph  Co.,  L.K,  9  Ch. 
359). 

(b)  Change  of  Name. — A  change  of  name  may  be  made  in  three 
cases : — 

1.  On  the  company's  own  initiative,  by  passing  a  special  resolution 
and  getting  the  consent  of  the  Board  of  Trade  and  a  certificate  from  the 
registrar,  in  terms  of  sec.  13  of  the  1862  Act. 

2.  With  the  sanction  of  the  registrar,  under  sec.  20  of  the  same  Act,  if, 
through  inadvertence  or  otherwise,  a  company  has  been  registered  by  a 
name  identical  with  the  name  of  a  subsisting  company,  or  so  nearly 
resembling  the  same  as  to  be  calculated  to  deceive.  (See  North  Cheshire 
and  Manchester  Brewery  Co.  (1899),  A.C.  83.) 

3.  Where,  as  in  Scottish  Accident  Insurance  Co.,  23  R.  586,  and  Scot- 
tish Employers'  Liability,  d^c,  Assurance  Co.,  23  R  1016,  the  Court  insists 
on  an  alteration  in  the  name  as  a  condition  of  sanctioning — under  the 
Companies  (Memorandum  of  Association)  Act,  1890 — an  extension  of  the 
scope  of  the  business. 

Form  2f  Resolution  to  change  Name  of  the  Company 

(See  notes,  supra) 

That  the  name  of  the  Company  be  changed  to  the  Company,  Limited. 

The  procedure  is  to  pass  the  special  resolution  and  then  apply  for  the 
approval  of  the  Board  of  Trade.  The  change  is  not  complete  until  the 
issue  of  the  new  certificate  of  incorporation  in  terms  of  sec.  13  of  the  1862 
Act. 

(c)  Extension  of  Objects. — Companies  (Memorandum  of  Association) 
Act,  1890. 

Form  3,  Special  Resolution  for  the  Extension  of  Objects 

That  the  provisions  of  the  Memorandum  of  Association  of  the  Company,  with 
respect  to  the  objects  of  the  Company,  be  altered  by  deleting  therefrom  [sub- 
clauses 1,  2,  3,  and  4  of  clause  III.]  of  the  said  Memorandum  of  Association,  and 
substituting  therefor  the  following,  viz. : — 

(Take  in  proposed  new  objects.) 

IX.  Reconstruction 

The  reconstruction  may  take  one  of  three  forms  : — 

(a)  Sale  of  undertaking,  under  power  in  Memorandum  of  Association, 
for  shares,  &c.,  in  another  company,  followed  by  liquidation  for  distributing 
the  proceeds  of  the  sale.  (See  Doughty  v.  Lomagunda's  Reefs  (1902), 
2  Ch.  837 ;  (1903),  1  Ch.  673.)  The  result  of  the  decisions  is  that  if  the 
sale  is  properly  made  by  the  company,  it  will  be  upheld,  notwithstanding 
that  it  is  immediately  followed  by  liquidation.  On  the  other  hand,  the 
transaction  will  not  stand  if  it  is  in  disguise  a  sale  by  the  liquidator  upon 
terms  not  justified  by  sec.  161  of  the  1862  Act.  Even  where  the  directors 
are  entitled  by  the  company's  constitution  to  effect  the  sale,  it  is  usually 
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prudent  to  get  the  sanction  of  a  resolution  of  shareholders.  And  of  course 
the  constitution  may  require  an  extraordinary  or  special  resolution. 

(6)  Reconstruction  under  sec.  161  0/  1862  Act. — A  company,  if  speci- 
ally authorised  by  its  Memorandum  of  Association,  may,  without  first  going 
into  liquidation,  sell  its  whole  undertaking ;  but  if  it  be  desired  that  the 
new  company  shall  take  the  old  company's  name  (and  this  for  business 
reasons  is  often  of  great  importance),  it  is  necessary  to  put  the  old  com- 
pany into  voluntary  liquidation,  and  to  proceed  under  sec.  161  of  the 
Companies  Act,  1862.  The  liquidator  then,  in  terms  of  sec.  20  of  the  1862 
Act,  gives  his  consent  to  the  new  company  taking  the  old  company's  name. 
This  consent,  which  must  be  given  on  the  official  form,  requires  to  be  pro- 
duced to  the  registrar  and  filed  along  with  the  Memorandum  of  Association 
of  the  new  company.  There  need  be  no  interruption  of  the  continuity  of 
the  business,  because  on  the  day  on  which  the  special  resolutions  to  liqui- 
date the  old  company  are  confirmed,  or  at  latest  the  following  day,  these 
resolutions  and  the  documents  connected  with  the  incorporation  of  the  new 
company  can  be  filed  with  the  registrar. 

It  is  important  to  keep  in  view  that  a  sale  under  sec.  161  of  the  1862 
Act  must  be  to  a  company.  An  agreement  for  the  sale  to  a  person  pur- 
porting to  act  for  a  proposed  company  may  be  a  sufficient  compliance  with 
the  section,  but  it  is  advisable  not  to  run  the  risk  of  thus  dealing  with 
the  matter. 

(c)  Adoption  of  scheme  of  arrangement  under  the  Act  of  1870. — 1.  The 
purpose  of  the  Act  of  1870  was  to  enable  a  statutory  majority  of  creditors 
(subject  to  the  sanction  of  the  Court)  to  bind  a  minority  to  a  promise  or 
arrangement  proposed  as  between  a  company  in  liquidation  and  its  cre- 
ditors or  any  class  thereof.  The  Act  applies  whether  the  company  is 
being  wound  up  voluntarily  or  by  or  under  the  supervision  of  the  Court. 

2.  Prior  to  the  Companies  Act,  1900,  the  1870  Act  applied  only  as 
between  a  company  and  its  creditors  or  any  class  of  creditors,  but  sec.  24 
of  the  1900  Act  has  made  it  applicable  also  as  between  a  company  and  its 
members  or  any  class  thereof. 

Even  before  the  1900  Act  it  was  usual  (although  not  expressly 
required  by  the  1870  Act)  to  have  the  scheme  voted  on  not  only  by  the 
creditors  but  also  by  the  contributories.  These  meetings  of  contributories 
were,  according  as  the  liquidation  was  by  or  under  the  supervision  of  the 
Court,  convened  under  sec.  91  or  sec.  149  of  the  1862  Act.  In  terms  of 
these  sections,  regard  was  had  to  the  number  of  votes  conferred  on  the 
contributories  by  the  articles  of  association,  and  not,  as  in  the  case  of  cre- 
ditors, to  the  value  of  their  interests.  But  now — at  least  where  a  com- 
promise or  arrangement  is  in  the  words  of  the  1900  Act  proposed  "between 
the  company  and  the  members  or  any  class  thereof" — regard  must  be  had 
to  the  number  of  members  represented  and  to  the  amount  of  the  shares 
or  stock  of  each  member.  It  seems  proper  also  that  in  the  petition  to  the 
Court  for  sanction  of  the  scheme,  and  in  all  relative  documents,  the 
expression  "member"  should  (as  in  the  1900  Act)  be  used  instead  of 
"contributory."     The  two  expressions  are  not  necessarily  synonymous. 

3.  It  has  been  decided  by  the  English  Court  of  Appeal,  that  the  non- 
consent  of  a  class  of  shareholders  for  whom  there  can  be  no  surplus,  and 
who  have  therefore  no  interest  in  the  assets,  is  immaterial  {Tea  Corpora- 
tion, 23rd  Nov.  1903). 

4.  Proxies  at  Meeting. — These  are  expressly  permitted,  for  sec.  2  of 
the  Act  of  1870  provides  that  the  requisite  majority  shall  be  of  those 
"present  either  in  person   or  by  proxy."     In  England  it  was  held   by 
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Jessel,  M.R.,  in  Madras  Irrigation  Co.,  1881,  W.N.  120,  and  recently  by- 
Buckley,  J.,  in  Central  Bahia  Railway  Co.,  IS  T.R.R.  503,  that  the 
proxy  must  himself  be  a  member  of  the  class  summoned  to  the  meeting. 
(This  rule  has,  however,  been  vigorously  criticised  (Palmer's  Precedents, 
Part  II.,  9th  ed.,  p.  842),  and  has  not  been  adopted  in  Scotland.) 

5.  The  Court  will  e.-^amine  the  scheme  for  itself,  and  judge  of  its  fair- 
ness before  sanctioning  it  (see  Gillies  v.  Dawson,  20  R  1119 — Burntisland 
Oil  Company  Liquidation).  There  a  dissenting  debenture-holder  had  to 
take  preference  shares  in  lieu  of  his  debenture.  But  a  dissenting  minority 
may  get  provisions  inserted  in  the  scheme  to  ensure  its  being  fairly  carried 
out  {London  Chartered  Bank  (1893),  3  Ch.  540).  Before  the  Act  of 
1900,  a  proposal  to  pay  an  underwriting  commission  as  part  of  a  scheme 
of  arrangement  was  vetoed  {Canning  Jarrah  Timber  Go.  (1900),  1  Ch. 
708) ;  and  since  sec.  8  of  that  Act  came  into  operation  no  workable  scheme 
has  been  discovered  for  paying  such  a  commission  on  a  reconstruction 
{Booth  V.  New  Africander  Gold  Mining  Co.  (1903),  1  Ch.  295). 

6.  It  is  usual  to  provide  in  the  scheme  that  such  modifications  may  be 
assented  to  as  the  Court  may  require.  In  the  absence  of  such  a  clause 
the  Court  might  direct  a  second  meeting  to  approve  of  the  modifications. 

7.  As  the  Act  requires  that  the  scheme  be  agreed  to  by  a  majority  in 
number  representing  three-fourths  in  value  of  those  present  in  person  or 
by  proxy  at  the  meeting,  it  is  necessary,  unless  the  meeting  agrees  to  the 
scheme  unanimously,  to  record  the  number  and  value  of  those  who  vote 
for  and  against  it ;  and  those  present  in  person  or  by  proxy  who  abstain 
from  voting  must  be  taken  into  account.  But  it  has  been  held  both  in 
England  and  in  Scotland  {California  Redwood  Co.,^  13  R.  335)  that  those 
not  so  present  are  not  to  be  counted.  In  the  case  just  mentioned  it  was 
pointed  out  that  the  Companies  Acts  make  no  provision  for  foreign 
creditors  or  foreign  shareholders  getting  timeous  notice  of  meetings. 
With  reference  to  a  scheme  of  arrangement  of  the  Australasian  Mortgage 
and  Agency  Company,  Limited,  the  votes  of  the  shareholders  who  were 
registered  on  the  company's  colonial  register  were  taken  and  communicated 
by  cable.  But  in  a  question  with  colonial  creditors,  a  scheme  sanctioned 
by  a  British  Court  cannot  be  founded  on  by  the  company  in  a  Colonial 
Court.  "It  is  quite  true  that  the  provisions  of  the  Arrangement  Act  are 
expressed  to  extend  to  all  creditors,  and  so  they  do,  to  foreign  as  well  as 
colonial  creditors,  but  only  when  their  rights  are  in  question  in  the  Courts 
of  the  Unitea  Kingdom"  {New  Zealand  Loan,  <&c..  Company  (1898),  A.C. 
349). 

8.  Where  the  scheme  is  carried  through  not  by  the  formation  of  a  new 
company,  but  merely  by  staying  the  liquidation,  and  the  scheme  involves  a 
EEDUCTION  OF  CAPITAL,  the  passing  of  the  scheme  and  its  sanction  by  the 
Court  are  not  sufficient  to  effect  the  reduction.  The  procedure  prescribed 
thereanent  in  the  Companies  Acts  of  1867  and  1877  must  begone  through. 
In  the  English  case  of  Cooper,  Cooper  (^Johnson,  Limited,  4th  Nov.  1902, 
W.N.,  p.  199,  Bryne,  J.,  directed  the  petition  for  sanction  of  the  scheme  to 
stand  over  until  the  shareholders  had  passed  the  necessary  special  resolution 
for  reducing  the  capital.  But  in  Scotland,  in  a  recent  case  of  the  Australasian 
Mortgage  and  Agency  Company,  Limited,  the  special  resolution  to  reduce 
the  capital  was  not  passed,  and  the  application  to  the  Court  for  confirma- 
tion of  the  reduction  was  not  made  until  after  the  Court  had  sanctioned 
the  scheme  and  stayed  liquidation.  While  the  advantage  which  this  course 
affords,  in  procuring  the  stay  of  the  liquidation  with  the  least  possible 
delay,  is  obvious,  it  must  be  borne  in  mind  that  if  the  shareholders  after- 
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wards  declined  to  pass  the  special  resolutions  necessary  for  reducing  the 
capital  and  for  otherwise  bringing  the  articles  of  association  into  line  with 
the  scheme,  the  scheme  might  be  rendered  nugatory. 

9.  The  scheme  of  arrangement  of  the  Australasian  Mortgage  and 
Agency  Company,  Limited,  which  received  the  sanction  of  the  Court  of 
Session  on  26th  May,  1903,  is  valuable  as  exemplifying  several  incidents 
of  reconstruction  under  the  1870  Act.  The  following  special  features 
regarding  the  scheme  may  be  noted  : — 

(1.)  Liquidation  was  resolved  on  for  the  express  purpose  of  carrying 
through  the  scheme. 

(2.)  The  company  had,  in  terms  of  the  Colonial  Registers  Act,  1883,  a 
branch  register  of  members  in  Australia,  and  the  votes  of  the  members 
there  were  taken  and  communicated  by  cable.  It  was  not  attempted  to 
modify  the  rights  of  the  creditors  in  the  colonies. 

(3.)  The  scheme  affords  an  example  of  the  application  of  the  Companies ! 
Act,  1900,  s.  24,  compromises  being  made  with  both  creditors  (debenture-' 
holders)  and  contributories. 

(4.)  The  scheme  was  carried  through  without  the  formation  of  a  new 
company.  (For  another  Scottish  precedent  for  this,  see  London  and  N.  W. 
American  Mortgage  Co.,  Ltd.,  8  S.L.T.,  No.  91.) 

(5.)  The  scheme  involved  a  reduction  of  capital.  As  regards  some  of 
the  shares,  the  amounts  written  off  exceeded  the  sums  paid  up  at  the  time 
the  reduction  was  effected,  and  the  reduction  was  made  under  reservation 
of  the  company's  right  to  recover  the  full  amount  of  the  unpaid  capital. 

Form  1,  Resolution  to  wind  up  and  to  distribute  Price 

That  the  Company  be  wound  up  voluntarily,  and  that  C.  D.  {designation)  be 
and  is  hereby  appointed  liquidator  for  the  purposes  of  such  winding  up  [at  a 
remuneration  of  one  hundred  guineas],  and  that  in  accordance  with  the  provisions 
of  Article  of  the  Company's  Articles  of  Association  [or^  the  Company's 

Memorandum  of  Association,  as  the  case  may  he\  the  liquidator  be,  and  he  is 
hereby,  authorised  to  distribute  among  the  shareholders  the  shares  and  debenture 
stock  of,  and  the  cash  to  be  received  from,  the  X.  Y.  Company,  Limited,  to  be 
allotted  and  issued  or  paid  in  accordance  with  the  terms  of  the  agreement  of  sale 
submitted  to  and  approved  of  by  the  meeting  of  the  shareholders  of  this  Com- 
pany held  on  19     . 

Form  2,  Notice  calling  Meeting  to  resolve  on  Liquidation  and  to 
direct  the  Liquidator  to  apply  for  sanction  of  Scheme  of 
Reconstruction 

{This  form  follows  that  used  in  the  Australasian  Mortgage  and  Agency 
Company  case  referred  to  in  the  Notes,  but  which  is  unreported.) 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given,  that  an  Extraordinary  General  Meeting  of  the  above- 
named  Company  will  be  held  at  the  Registered  Office  of  the  Company  {insert 
address),  on  the  day  of  19     ,  at        o'clock  forenoon, 

for  the  purpose  of  considering,  and  if  deemed  desirable,  of  passing  the  following 
extraordinary  resolution,  with  or  without  modification :  that  is  to  say — 

"That  it  has  been  proved  to  the   satisfaction   of   this   meeting  that  the 
Company  cannot,  by  reason  of  its  liabilities,  continue  its  business,  and 
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I^H  Company  be  wound  up  voluntarily." 

J^M        The  above  resolution,  if  passed  by  the  requisite  majority,  is  intended  to  take 

^  ^'"'    effect  under  sub-sec.  3  of  Article  129  of  the  Companies  Act,  1862. 

Should  the  resolution  be  passed,  the  following  resolution  will  be  proposed : — 
"That    C.    D.    {designation    and    address)   be   and    is    hereby   appointed 
liquidator  for  the  purpose  of  winding  up." 
In  the  same  event  the  meeting  will  be  asked  to  consider,  and  if  deemed 
expedient,  to  pass  the  following  further  resolutions,  viz.  : — 

"That  without  prejudice  to  the  rights  and  powers  of  the  liquidator  in  that 
behalf,  the  liquidator  be  and  he  is  hereby  empowered  to  carry  on  the 
business  of  the  Company  so  far  as  may  be  necessary  for  the  beneficial 
winding  up  of  the  same,  and  for  that  purpose  to  draw,  accept,  make,  and 
endorse  any  bill  of  exchange  or  promissory  note  in  the  name  or  on 
behalf  of  the  Company,  and  also  to  raise  upon  the  security  of  the  assets 
of  the  Company,  from  time  to  time,  any  requisite  sum  or  sums  of  money, 
and  generally  to  execute  and  do  all  such  other  acts  and  deeds  as  may  be 
necessary  for  or  incidental  to  the  carrying  on  of  the  said  business,  and 
that  all  debts  incurred  in  connection  with  the  carrying  on  of  the  said 
business  shall  be  a  first  charge  upon  the  assets  of  the  Company." 
"  That  the  liquidator  be  and  is  hereby  instructed  to  apply  to  the  Court  for  an 
order  praying  that  the  voluntary  winding  up  be  continued,  but  subject 
to  the  supervision  of  the  Court." 
"  That  the  liquidator  be  and  is  hereby  authorised  to  take  all  steps  necessary 
to  have  the  scheme  of  arrangement,  referred  to  in  the  secretary's  letter 
to  the  shareholders,  dated  {Along  with  this  formal  notice 

there  was  issued  to  the  shareholders  an  explanatory  circular^  in  which 
the  proposed  scheme  was  outlined.  In  the  circular  it  was  explained  that 
the  scheme  had  been  adjusted  hy  committees  of  the  creditors  and  share- 
holders^ and  would  he  submitted  to  meetings  of  creditors  and  shareholders 
after  the  resolution  to  wind  up  had  been  passed)^  issued  along  with  the 
notice  calling  this  meeting,  submitted  to  the  creditors  and  shareholders 
for  consideration,  and  that  he  be  authorised  to  apply  to  the  Court  for  an 
order  or  orders  to  hold  the  said  meetings,  and  in  the  event  of  the  said 
scheme  being  approved  of,  with  or  without  modification,  to  apply  to  the 
Court  for  sanction  of  same." 

By  Order  of  the  Board, 

Secretary. 
{Place  and  Date.) 

Form  3,  Notice  of  Meeting  to  pass  Resolution  to  transfer  the 
Company's  Business  under  Section  161  of  the  1862  Act 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  Company 
will  be  held  within  {place  of  meethig),  on  the  day  of  19     ,  at 

o'clock  afternoon,  for  the  purpose  of  considering,  and,  if  approved,  adopting  a 
scheme  of  arrangement  for  the  transfer  of  the  Company's  business  under  sec.  161 
of  the  Companies  Act,  1862,  and  the  following  resolution  will  be  proposed 
accordingly : — 
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{Take  in  resolution  to  he  proposed^  which  should  bear  reference  to  the  scheme 

of  arrangement ;  and  the  terms  of  the  scheme  should  either  be  embodied 

in  the  resolution,  or,  as  is  more  usual,  be  referred  to  as  contained  in  a 

separate  print  which  is  enclosed  with  the  notice.) 

In  the  event  of  the  foregoing  resolution  being  carried,  a  further  resolution  in 

the  following  terms  will  be  moved  : — 

"That   the    Company  be   wound   up  voluntarily,   and   that  of 

be  hereby  appointed  liquidator  for  the  purpose  of  such 

■winding  up  with  power  to  carry  into  efifect  the  proposed  scheme  of 

arrangement." 

In  the  event  of  these  resolutions  being  carried,  they  will  be  submitted  for 

confirmation  as  special  resolutions  to  a  further  Extraordinary  General  Meeting  of 

the  Company  to  be  duly  convened. 

By  Order  of  the  Board, 

,  Secretary. 
{Place  and  Date.) 


Form  4,  Notice  of  Extraordinary  General  Meeting  to  confirm 
the  foregoing  Resolutions 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  Company 
will  be   held   within   {place   and  date)  on  the  day   of 

19     ,  at  o'clock  afternoon,  when  the  following  resolutions 

which  were  duly  passed  at  an  Extraordinary  General  Meeting  of  the  Company 
held  on  the  {date  of  first  meeting),  will  be  submitted  for  confirmation  as  special 
resolutions. 

{Resolutions  to  be  set  out  as  in  first  Notice.) 

By  Order  of  the  Board, 
{Place  and  Date.) 


Form  5,  Notice  to  Shareholders  of  the  Old  Company  to  apply  for 
an  Allotment  of  the  Shares  of  the  New  Company 

The  a.  B.  Company,  Limited  {in  liquidation) 
To 

Sir  (or  Madam), — As  liquidators  of  the  A.  B.  Company,  Limited,  incorporat 
under  the  Companies  Acts,  1862  to  1890  (hereinafter  called  "  the  old  Company"), 
we  beg  to  give  you  notice  that  the  agreement  for  the  transfer  of  the  undertaking 
of  the  old  Company  to  the  A.  B.  Company,  Limited,  incorporated  under  the 
Companies  Acts,  1862  to  1900  (hereinafter  called  "the  new  Company"),  which 
was  duly  sanctioned  by  special  resolution  of  the  old  Company,  has  now  been 
executed,  and  is  dated  the  day  of 

As  holder  of  shares  of  £10  each  of  the  old  Company  fully  paid, 

you  are  entitled  as  of  right  to  an  allotment  of  shares  of  £10  each  of  the 

new  Company,  credited  as  fully  paid.     In  compliance  with  the  said  agreement, 
we  now  annex  the  requisite  claim  for  signature. 


I 
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You  will  be  so  good  as  to  send  your  claim,  when  duly,  signed,  in  the  enclosed 
envelope,  to  the  new  Company,  at  its  registered  office. 

Under  the  said  agreement  the  time  for  sending  in  claims  is  limited  to 

days  from  the  day  of  (being  the  date  of  the 

said  agreement),  and  accordingly  your  claim  must  reach  the  new  Company  on  or 
before  the  day  of 

,  Liquidators. 

(Registered  OJice.) 
(Address  and  Date.) 


Form  6,  Claim  by  Shareholders  of  old  Company  to  an  Allotment 
in  the  New  Company 

Claim  by  Shareholders  of  the  A.  B.  Company,  Limited 
Incorporated  under  the  Companies  Acts,  1862  and  1890  (the  old  Company). 

To  the  Directors  of 

The  a.  B.  Company,  Limited. 

Incorporated  under  the  Companies  Acts,  1862  to  1900 
(the  new  Company). 

Gentlemen, — As  the  holder [s]  of  shares  of  £10  each,  fully  paid,  of 

the  old  Company,  I  [we]  claim  an  allotment  to  myself  [ourselves]  of 
shares  of  £10  each  of  the  new  Company,  credited  as  fully  paid. 

The  liquidators  of  the  old  company  are  authorised  on  my  [our]  behalf  to  enter 
into  any  further  agreement  with  your  Company  which  may  be  necessary  for  the 
purpose  of  enabling  you  to  issue  to  me  [us],  with  the  specified  amounts  credited 
as  paid  up  thereon,  the  shares  I  [we]  hereby  claim. 

Dated  this  day  of  ,19 

(Signature  of  Member) 
(Full  Name  of  Member) 
(Address  of  Member) 
(Occupation  of  Member) 


Form  7,  Notice  of  Dissent 

(Companies  Act,  1862,  s.  161) 

To  C.  D.  (designation),  the  liquidator  of  the  A.  B.  Company,  Limited. 
Incorporated  under  the  Companies  Acts,  1862  to  1890. 

Take  notice  that  I  (designation),  dissent  from  the  special  resolution  of  the 
said  Company,  passed  and  confirmed  at  Extraordinary  General  Meetings  thereof, 
held  respectively  on  and  ,19         .     And  I  hereby 

require  you  to  abstain  from  carrying  the  said  special  resolution  into  effect,  or  to 
purchase  the  interest  held  by  me  in  the  said  Company,  and  that  at  the  price  to 
be  determined  in  manner  mentioned  in  sec.  162  of  the  Companies  Act,  1862. 

See  also  Amalgamations. 


284  COMPANIES 

X.  Winding  up 

The  winding  up  may  be  of  one  of  three  kinds :  (1)  Voluntary ;  (2) 
Under  the  supervision  of  the  Court;  or  (3)  By  order  of  the  Court.  A 
voluntary  winding  up  may  take  place  when  : — 

(1.)  The  articles  of  association  provide  for  dissolution  in  a  special  event, 
and,  on  the  happening  of  that  event,  the  company,  at  a  general  meeting 
duly  convened,  has  passed  by  a  simple  majority  a  resolution  (an  ordinary 
resolution)  to  wind  up  voluntarily.  Liquidations  under  this  subsection 
are  comparatively  rare.  Practically  the  only  peculiarity  is  in  the  initial 
resolution,  for  which  the  following  forms  can  be  readily  adapted. 

(2.)  The  company  has  passed  a  special  resolution  to  wind  up 
voluntarily.  This  is  the  case  contemplated  in  the  forms  given  under  this 
head. 

(3.)  The  company  has  passed  AN  extraordinary  resolution  to  the 
effect  that  it  has  been  proved  to  the  satisfaction  of  the  members  that  it 
cannot,  by  reason  of  its  liabilities,  continue  its  business,  and  that  it  is 
advisable  to  wind  up. 

The  limitation  of  sec.  129  to  companies  "  under  this  Act "  excludes 
unregistered  companies  (and  see  sec.  199(2)).  But  an  unregistered 
company,  if  otherwise  entitled  to  register,  may  register  with  a  view  to 
being  wound  up  voluntarily  (sec.  180). 


Form  1,  Notice  calling  First  Meeting  to  pass  Special 
Resolutions  to  Wind  Up 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the 
A.  B.  Company,  Limited,  will  be  held  within  the  Eegistered  Office  of  the 
Company,  ,   on  ,  the  day   of 

,19         ,   at  o'clock  afternoon,  to  consider  and,  if 

approved  of,  pass  the  following  resolutions,  which  will  afterwards  be  submitted 
for  confirmation  as  special  resolutions  to  a  second  Extraordinary  General  Meeting 
of  the  Company  to  be  duly  convened,  viz. : — 

(1.)  That  the  Company  be  wound  up  voluntarily. 

(2.)  That  C.  D.  (designation  and  address)  be,  and  he  hereby  is,  appointed 
liquidator  of  the  Company,  for  the  purpose  of  winding  up  the  affairs  and  dis- 
tributing the  assets  thereof,  with  every  power  which,  by  the  Companies  Act  of 
1862,  and  Acts  amending  and  extending  the  same,  is  conferred  upon  liquidators. 

By  Order  of  the  Directors, 

,  Secretary. 

(Eegistered  Office.) 
(Place  and  Date.) 

When  seveial  voluntary  liquidators  are  appointed,  the  powers  may 
be  exercised  by  such  one  or  more  of  them  as  may  be  determined  at  the 
time  of  the  appointment,  or  in  default  of  such  determination,  by  any 
number  not  less  than  two  (sec.  183  (6)  ).  Where  more  than  two  liquidators 
are  appointed,  it  is  sometimes  provided  that  "any  two  of  the  said  liqui- 
dators may  exercise  every  power,"  &c. 
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Although  the  Act  (see  sec.  133  (2)  and  (3) )  appears  to  contemplate  the 
appointment  of  liquidators  after  the  resolutions  to  wind  up  have  taken 
etlect,  there  is  no  objection,  where  the  procedure  is  by  special  resolution, 
to  have  the  appointment  made  at  the  first  meeting,  subject  to  confirmation 
at  the  second  meeting ;  and  this  is  quite  the  usual  practice. 

If  resolution  (2),  supra,  be  omitted  from  the  notice  calling  the  first 
meeting,  the  liquidator  can  be  appointed  immediately  after  the  confirma- 
tion of  the  resolutions  to  wind  up.  In  this  case  the  notice  of  the  second 
meeting  will  contain  the  following  : — 


Alternative  Clauses  for  foregoing  Notice 

Should  the  foregoing  resolutions  be  confirmed,  the  following  additional 
resolution  will  be  proposed  at  the  same  meeting,  viz. : — 

{Take  in  resolution  (2),  supra.) 

Sometimes  the  name  of  the  proposed  liquidator  is  not  given  in  the 
notice  of  either  meeting,  and  it  is  not  necessary  that  it  should  be.  In  such 
a  case  the  notices  of  both  the  meetings,  or  the  notice  of  the  confirming 
meeting,  may  contain  intimation  that  the  meeting  will  be  moved — 

To  proceed  to  appoint  a  liquidator,  or  liquidators,  for  the  purpose  of  winding 
up  the  affairs  of  the  Company,  and  distributing  the  property  thereof,  in  terms  of 
the  Companies  Act,  1862,  and  Acts  amending  and  extending  the  same — each 
liquidator,  in  the  event  of  more  than  one  being  appointed,  having  authority  to 
act  separately  and  to  exercise  every  power  which  by  the  said  Acts  is  conferred 
upon  liquidators. 

It  is  competent  to  delegate  to  creditors  the  appointment  of  liquidators 
(1862  Act,  sec.  135),  but  instead  of  making  such  a  delegation,  it  is  usual 
to  allow  the  creditors  to  nominate  members  of  a  committee  of  advice,  or 
for  the  company  to  appoint  a  creditors'  nominee.  An  extraordinary 
resolution  making  the  delegation  might,  however,  be  in  the  following 
terms : — 


Resolution  delegating  appointment  of  Liquidator  to  Creditors 

That  C.  D.  be  appointed  one  of  the  liquidators  of  the  Company,  and  that  the 
Company  hereby  delegates  to  its  creditors,  or  to  any  committee  whom  the  creditors 
may  select,  the  power  to  appoint  an  additional  liquidator ;  and  that  the  said 
C.  D.  and  the  said  additional  liquidator,  when  appointed,  shall  wind  up  the 
affairs  of  the  Company  and  distribute  its  assets. 

Liquidator's  Remuneration. — Sec.  133  (3)  provides  that  the  company 
in  general  meeting  may  fix  the  liquidator's  remuneration,  and  sec.  144 
provides  for  the  remuneration  being  preferable  to  other  claims.  As 
to  the  extent  to  which  the  liquidator  is  in  this  matter  in  the  hands 
of  the  shareholders,  see  Macpherson,  35  S.L.R.  732.  Occasionally 
the  remuneration  is  fixed  by  a  resolution  passed  at  the  meeting  at 
which  the  appointment  is  made.  The  following  is  an  example  of  such 
a  resolution : — 
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Resolution  fixing  Liquidator's  Remuneration 

That  the  remuneration  of  the  liquidator  be  the  sum  of  &  [or,  a 

commission  at  the  rate  of  per  cent,  on  the  gross  estate  realised],  and  shall 

be  paid  to  him  on  the  completion  of  the  winding  up. 

Without  express  authority  the  liquidator  can  carry  on  the  business  so 
far  as  necessary  for  the  beneficial  winding  up  of  the  same  (1862  Act,  ss. 
133  (7),  95,  and  131).  Sometimes,  however,  the  matter  is  specially  provided 
for  in  the  resolution  to  wind  up.  But  it  must  be  borne  in  mind  that, 
unless  the  company  is  undoubtedly  solvent,  the  primary  interest  is  with 
the  creditors.  In  cases  of  difficulty,  application  should  be  made  to  the 
Court  under  sec.  138  of  1862  Act. 

Form  2,  Notice  of  confirming  Meeting 
The  A.  B.  Company,  Limited 

Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  A.  B. 
Company,  Limited,  will  be  held  within  {place,  date,  and  hour),  when  the  following 
resolutions,  which  were  passed  at  the  Extraordinary  General  Meeting,  held 
on  ,  will  be  submitted  for  confirmation  as  special  resolutions 

of  the  Company,  viz.  : — 

{Take  in  resolutions  and  complete  notice,  as  in  Form  1.) 

Form  3,  Copy  Special  Resolutions  to  be  printed  and  filed  with 

the  Registrar 

(1862  Act,  s.  53) 

The  Companies  Acts,  1862  to  1900 

Company  Limited  by  Shares 

{Copy) 

Special  Resolutions 

of 

The  a.  B.  Company,  Limited. 

Incorporated  under  the  Companies  Acts,  1862  to  1890. 
Passed  ,  and  confirmed  19 

At  an  Extraordinary  General  Meeting  of  the  members  of  the  A.  B.  Company, 
Limited,  incorporated  under  the  Companies  Acts,  1862  to  1890,  duly  convened 
and  held  within  the  Registered  Office  of  the  Company,  ,  on 

the  day  of  19     ,  the  following  resolutions  were 

duly  passed  ;  and  at  a  subsequent  Extraordinary  General  Meeting  of  the  members 
of  the  said  Company,  also  duly  convened  and  held  within  the  said  Registered  Office 
on  the  day  of  ,  19      ,  the  same  were  duly 

confirmed  so  as  to  become  Special  Resolutions  of  the  Company,  viz. ; — 

{Take  in  resolutions.) 

Duly  certified, 

,  Secretary, 
[or.  Director. 1 
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Form  4,  Gazette  Notice  of  Resolutions  to  wind  up 

(1862  Act,  s.  132) 

The  a.  B.  Company,  Limited 

Notice  is  hereby  given  that  at  an  Extraordinary  General  Meeting  of  the 
Members  of  the  A.  B.  Company,  Limited,  incorporated  under  the  Companies  Acts, 
1862  to  1890,  duly  convened  and  held  within  the  Registered  Office  of  the 
Company,  ,  on  the  day  of  ,  19      , 

the  following  resolutions  were  duly  passed ;  and  at  a  subsequent  Extraordinary 
General  Meeting  of  the  Members  of  the  said  Company,  also  duly  convened  and 
held  within  the  said  Registered  Office,  on  the  day  of  >  19     , 

the  same  were  duly  confirmed  so  as  to  become  Special  Resolutions  of  the 
Company,  viz. : — 

{Take  in  resolutions.) 


,  Liquidator. 
(Place  and  Bate.) 


Form  5,  Notice  of  Meeting  to  settle  List  of  Contributories 

{If  the  Shares  are  all  fully  paid,  and  if  there  is  no  prospect  of  a  return  to  the 
Shareholders,  there  is  usually  no  need  to  settle  a  List.) 

The  a.  B.  Company,  Limited 

The  liquidators  of  the  A.  B.  Company,  Limited,  have  appointed  the 
day  of  ,  19      ,  at  o'clock  afternoon,  within 

{place  of  meeting),  to  settle  the  List  of  Contributories  of  the  said  Company.  You 
are  included  in  such  list  in  the  character  and  for  the  number  of  shares  stated 
below,  and  if  no  sufficient  cause  be  shown  by  you  to  the  contrary,  at  the  time  and 
place  aforesaid,  the  list  will  be  settled  by  the  said  liquidators  including  you 
therein. 

Dated  this  day  of  ,  19      . 


CD., 
E.  F 


^     J-  Liquidators. 


To. 


First  Par^.— Contributories  in  their  Own  Right  [or, 

Second  Part. — Contributories  as  being  Representatives  of,  or 
liable  to  the  Debts  of  Others]. 

{See  1862  Act,  s.  99.) 
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No.  on 
List. 

Name. 

Address. 

Description. 

In  what 
Character 
included. 

Extent  of  Interest. 

Ordinary- 
Shares. 

Preference 
Shares. 

rorm  6,  Lists  of  Contributories 

In  preparing  a  List  of  Contributories,  a  convenient  course  is  to  prepare  as  at  the 
date  of  liquidation,  a  list  on  the  lines  of  Form  E,  appended  to  the  Companies 
Act  of  1862.  That  form  shows  the  present  members,  and  also  those  who 
have  ceased  to  he  members  during  the  preceding  year. 


The  a.  B.  Company,  Limited  (in  liquidation) 

(A)  List  of  Co-ntrihutories 
First  Part. — Contributories  in  their  Own  Ri^bt. 


Number  of  Shares. 

Serial 
No 

Name. 

Address. 

Description. 

In  what 
Character 

included. 

Ordinary 
Shares. 

Preference 
Shares. 

1 

Aitken,William, 

31  Smith  Street, 
Glasgow, 

Engineer, 

Holder       of 
Shares, 

100 

50 

2 

Brown,  James, 

SSomersbyPlace, 
Glasgow, 

Chartered  Ac- 
countant, 

In  respect  of 
the  holding 
of  his  Firm 
of  Smith  & 
Brown, 

500 

100 

3 

Smith  &  Brown, 

SSomersbyPlace, 
Glasgow, 

Chartered  Ac- 
countants, 

Holders      of 
Shares, 

500 

100 

Second  Part. — Contributories  as  being  Representatives  of,  or  liable  to 
the  Debts  of  Others. 


Serial 
No. 

Description. 

In  what 
Character 
included. 

Number  of  Shares. 

Name. 

Address. 

Ordinary 
Shares. 

Preference 
Shares. 

1 

Jones,  the 

Executors  of  the 

late  Robert, 

14  John  Street, 
Edinburgh, 

Banker, 

Holder  of 
Shares, 

60 

1 
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{Place  and  Date.) 

We,  C.  D.  (designation)  and  E.  F.  {designation)^  the  liquidators  of  the  A.  B. 
Company,  Limited,  appointed  at  an  Extraordinary  General  Meeting  of  the  Share- 
holders, held  on  ,  hereby  settle  the  foregoing  list  as  the  (A)  List  of 
Contributories  of  the  said  Company. 

-p   -p  '  >  Liquidators. 


The  a.  B.  Company,  Limited  {in  liquidation) 

(B)  List  of  Contributories 

Being  past  members  of  the  Company  who  ceased  to  be  members  within  one 

year  before  the  commencement  of  the  winding  up — viz.,  the  day  of 

,  in  respect  of  shares  upon  which  the  liquidator  has  been  unable 

to  recover  full  payment  of  the  call  of  £  per  share,  made  by  him  on 

,  on  the  contributories  on  the  (A)  list. 

Note. — Where  in  the  first  part  of  this  list  the  number  of  shares  in  Column  V. 
is  placed  opposite  a  group  of  two  or  three  contributories,  whose  names,  addresses, 
and  descriptions  are  given  in  Columns  II.,  III.,  and  IV.,  such  contributories  were 
successive  holders  of  the  shares,  the  first  in  order  having  acquired  them  from  the 
second,  and  the  second  from  the  third,  all  within  one  year  before  the  commence- 
ment of  the  winding  up.  The  first  in  order  in  the  said  groups,  or  in  other  cases 
the  single  contributory,  is  the  transferor  of  the  specified  shares  to  a  present  share- 
holder on  the  (A)  List  of  Contributories.  In  order  to  facilitate  reference  to  the 
(A)  list,  the  names  and  addresses  of  such  present  shareholders  are  given  in 
Column  VI. 


First  Part. — Contributories  in  their  Own  Eight. 


Col.  I. 

Col.  it. 

Col.  III. 

Col.  IV. 

Col.  V. 

Col,  VI. 

Serial  No. 

Name. 

Address. 

Description. 

No.  of 
Shares. 

Names  and  Addresses 

of  Present  Holders 

of  Shares  mentioned  in 

Column  V. 

1 
2 
3 

Peter  Brown, 
James  Smith, 
Alex.  Fraser, 

X.  Street, 
Edinburgh, 
Y  Street, 
Glasgow, 
Z  Street, 
Aberdeen, 

Wine 

Merchant, 

Tailor, 

Waxeho  use- 
man, 

I     100 
38 

William  Aitken 

31  Smith  Street, 

Glasgow. 

Do. 

Second  Part. — Contributories  as  being  Kepresentatives  of,  or  liable 
to  the  Debts  of  Others. 


19 


As  above  and  in  (A)  List  {second  part). 
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Form  7,  Notice  of  Call  on  Contributories  by  Liquidators 
The  a.  B.  Company,  Limited 

No.  .  {Place  and  Date.) 

[Ordinary]  Shares 

Sir, — As  liquidators  of  the  A.  B.  Company,  Limited,  duly  appointed  to  wind 
up  voluntarily  the  affairs  of  that  Company,  and  in  exercise  of  the  statutory 
powers  conferred  upon  us  in  that  capacity,  to  make  calls  on  all  or  any  of  the 
contributories  for  the  purpose  of  satisfying  the  debts  and  liabilities  of  the  Com- 
pany, and  the  costs,  charges,  and  expenses  of  winding  it  up  [or,  and  for  the 
adjustment  of  the  rights  of  the  contributories  amongst  themselves],  we  hereby 
make  a  call  of  £  per  share  on  the  contributories  of  the  said  Company  in 

respect  of  the  [Ordinary]  Shares  held  by  them  respectively,  payable  to  us  at  our 
office  here  on  the  day  of  ,  with  interest  at  the  rate  of 

5  per  centum  per  annum  from  and  after  that  date.  (As  to  interest,  see  sec.  121 
of  1862  Act.  Provisions  in  the  Articles  of  Association  as  to  interest  on  calls  in 
arrear  do  not  apply  to  calls  made  in  a  liquidation.) 

The  number  of  [Ordinary]  Shares  in  respect  of  which  you  are  liable  is 
The  amount  due  by  you  in  respect  of  said  call  is  therefore  £ 

This  notice  must  be  produced  when  payment  is  made. — We  are,  your  obedient 

servants, 

C.  D.,1    ^.     ., 

■p  p    j-  Liquidators. 

To 

Form  8,  Receipt  for  the  Amount  of  Call 

The  a.  B.  Company,  Limited  (m  liquidation) 

(Place  and  Date.) 
Received  from  ,  the  sum  of  ,  being  amount  of 

call  due  by  him  on  (date)  in  respect  of  [Ordinary]   Shares  of  the 

A.  B.  Company,  Limited. 

£         :         :         .  (Stp.) ,  Liquidator. 

Form  9,  Notices  calling  General  Meeting  when  Liquidation  lasts 

more  than  a  Year 

(1862  Act,  s.  139) 

(1.)  Notice  to  Members 
(Contributories  on  the  (B)  List  are  not  entitled  to  notice) 

Notice  is  hereby  given  that  a  General  Meeting  of  the  A.   B.   Companj 
Limited,  will  be  held  within  (place)  on  (date)  at  o'clock  [fore]noon,  when 

there  will  be  submitted  an  account  and  report  showing  the  acts  and  dealings  of 
the  liquidator,  and  the  manner  in  which  the  winding  up  has  been  conducted 
during  the  preceding  year  [or,  when  the  within  report  and  statement  of  accounts 
will  be  submitted]. 

(Place  and  Date.)  CD.,  Liquidator. 
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(2.)  Notice  to  Creditors 

The  section  does  not  require  a  meeting  of  creditors,  but  where  the 
creditors  have  the  whole  or  chief  interest  in  the  assets,  it  is  advisable  to 
call  a  meeting.  As  a  rule,  it  will  be  unnecessary  to  get  the  sanction  of 
the  Court  under  sec.  149.     The  notice  may  run  thus  : — 

{Place  and  Date.) 

The  a.  B.  Company,  Limited  {in  liquidation) 

Sir, — You  are  requested  to  attend  a  meeting  of  creditors  to  be  held  in  {plaice) 
on  {date),  at  o'clock  noon,  to  consider  our  Report  to  the  Shareholders, 

a  print  of  which  is  enclosed. — We  are,  sir,  your  obedient  servants, 

*      ''  >  Liquidators. 

Observe  that  sec.  139  does  not  apply  to  a  judicial  winding  up.  In 
such  a  liquidation  there  is  no  provision  requiring  annual  or  closing  meet- 
ings of  members  or  creditors  to  be  held. 

Form  10,  Circular  Letter  to  Creditors  re  Dividend 
in  Liquidation  under  Supervision 

{Place  and  Date.) 
The  a.  B.  Company,  Limited  {in  liquidation) 
Sir, — The  deliverance  on  your  claim  having  now  heen  made  final,  and  the 
Court  having  approved  of  the  payment  of  a  first  [or  second  and  equalising] 
dividend  of  [7s.  6d.]  per  £  on  the  sum  admitted  to  a  ranking,  we  accordingly 
enclose  for  your  signature  a  receipt  for  the  dividend  on  your  claim.  On  your 
signing  and  returning  the  receipt  to  us,  we  will  send  you  a  cheque  in  payment. — 
We  are,  sir,  your  obedient  servants, 

'      *'  >  Liquidators. 

Form  11,  Receipt  for  Dividend  on  Creditor's  Claim 

No. 

The  a.  B.  Company,  Limited  {in  liquidation) 
Claim  No.  for  £ 

[First]  dividend  of  [7s.  6d.]  per  £  payable  on 

Received  from  C.  D.  {designation)  and  E.  F.  {designation),  liquidators  of 
the  A.  B.  Company,  Limited,  in  liquidation,  the  sum  of  ,  being 

payment  of  a  first  [and  final]  dividend  of  [7s.  6d.]  per  £  on  claim  as 

ranked,  amounting  to  £ 

(Signature) 

(Place)  {Stp.  if 

(Date)  required.) 

Note. — If  the  debt  claimed  for  be  due  to  an  individual,  the  receipt  must  be 
signed  by  him  personally ;  if  due  to  a  firm,  the  receipt  must  be  signed  by  the 
firm ;  and  if  due  to  a  limited  Company,  by  the  secretary  or  manager  on  behalf  of 
the  Company. 
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Form  12,  Receipt  by  Shareholders  to  Liquidators 

{Place  and  Date.) 

Eegbived  from  C.  D.,  liquidator  of  the  A.  B.  Company,  Limited,  incorporated 
under  the  Companies  Acts,  1862  to  1890,  the  sum  of  , 

being  tlie  return  of  £  per  share,  to  which  I  am  entitled  in  respect  of 

my  shares  in  the  said  Company. 

£ 

{It  is  usual  to  require  the  Shareholders  to  give  up  their  Share  Certificates  when 
the  final  payment  is  made.) 

{For  example  of  Receipt  where,  under  a  reconstruction,  Shareholders  get  shares 
in  another  Company,  see  infra.) 


Form  13,  Circular  and  Receipt  by  Shareholders  for  Allotment  of 
Shares  in  New  Company  in  a  Reconstruction 

(1.)  Circular 
The  a.  B.  Company,  Limited 

{Place  and  Date.) 

Sir, — I  beg  to  inform  you  that,  in  accordance  with  the  provisions  of  the 
scheme  of  arrangement  of  the  A.  B.  Company,  Limited  (in  liquidation),  sanctioned 
by  the  Court,  the  Directors  of  the  A.  B.  Company,  Limited  (new  Company),  have 
allotted  to  you  Ordinary  Shares  of  <£1  each  of  the  new  Company,  in 

respect  of  the  Ordinary  Shares  of  the  old  Company  held  by  you. 

On  your  signing  the  enclosed  receipt,  and  returning  it  along  with  the  certifi- 
cate of  the  shares  of  the  old  Company  to  C.  D.  {address),  the  liquidator  of  the  old 
Company,  the  certificate  of  the  shares  that  have  been  allotted  to  you  will  be  sent 
in  exchange. — I  am,  yours  truly, 

X.  Y.,  Secretary. 

(2.)  Beceipt 

{Date.) 

Received  from  C.  D.  {designation  and  address),  the  liquidator  of  the  A.  B. 
Company,  Limited,  in  liquidation  (old  Company),  a  certificate  in  my  name  for 
Ordinary  Shares  of  .£1  each  fully  paid  of  the  A.  B.  Company,  Limited 
(new  Company),  which  shares  have  been  allotted  to  me  in  accordance  with  the 
provisions  of  a  scheme  of  arrangement  between  the  A.  B.  Company,  Limited,  in 
liquidation  (old  Company),  and  its  creditors,  sanctioned  by  the  Court  {date  of 
Order  of  Court),  whereby  it  is  provided  that  the  whole  Ordinary  Shares  in  the 
new  Company,  all  credited  as  fully  paid  up,  should  be  issued  to  the  liqui- 
dator of  the  old  Company  for  distribution  among  the  shareholders  of  the  old 
Company,  rateably  in  proportion  to  the  respective  amounts  of  nominal  capital  of 
the  old  Company  held  by  them ;  and  I  have  herewith  delivered  up  to  the  said 
C.  D.,  to  be  cancelled,  the  certificate  for  the  shares  of  the  old  Company 

held  by  me ;  and,  in  accordance  with  the  said  scheme  of  arrangement,  I  accept 
the  Ordinary  Shares  which  have  been  allotted  to  me  as  above  mentioned,  in  full 


I 
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satisfaction  of  all  claims  competent  to  me  against  the  old  Company,  the  liquidator 
thereof,  or  the  new  Company,  in  respect  of  the  shares  held  by  me  in  the  old 
Company. 

(Signature) 

(Address) 


Form  14,  Notice  calling  Final  Meeting  in  Liquidation 

(1862  Act,  ss.  142  and  155) 

The  final  meeting  must  he  advertised  at  least  one  month  previously  in  the 
Gazette  {sec.  142),  and  where  the  meeting  is  (in  accordance  with  sec.  165)  to  pass 
an  Extraordinary  Resolution /or  the  disposal  of  the  hooks,  accounts,  and  documents, 
copies  of  the  notice  must  also  he  sent  to  the  memhers  hy  post,  or  otherwise,  in  terms 
of  the  Articles  of  Association,  so  as  to  comply  with  sec.  129  as  to  an  Extra- 
ordinary Resolution. 

Sometimes  the  liquidator's  report  and  accounts  are  printed,  and  the  notice  of 
the  meeting  endorsed  thereon. 

Where  the  Company  in  liquidation  has  sold  its  business  to  a  new  Company  of 
the  same  name,  it  is  important  that  the  Gazette  notice  should  make  it  clear  that  it 
is  not  the  new  Company  which  is  heing  wound  up.  This  can  he  accomplished  hy 
inserting  the  words  in  brackets  in  the  heading  and  the  note  at  the  end  of  the 
following  notice. 

The  a.  B.  Company,  Limited 

(Incorporated  on  under  the  Companies  Acts, 

1862  to  1890  (the  old  Company).) 

Notice  is  hereby  given,  in  pursuance  of  sec.  142  of  the  Companies  Act,  1862, 
that  a  General  Meeting  of  the  members  of  the  above-named  Company  will  be 
held  within  the  Liquidator's  Office  (address),  on  the  day  of  at 

o'clock,  afternoon,  for  the  purpose  of  having  an  account  laid  before 
them,  showing  the  manner  in  which  the  winding  up  has  been  conducted,  and  the 
property  of  the  Company  disposed  of,  and  of  hearing  any  explanation  that  may 
be  given  by  the  liquidator,  and  also  of  determining  by  Extraordinary  Resolution 
the  manner  in  which  the  books,  accounts,  and  documents  of  the  Company,  and 
of  the  liquidator  thereof,  shall  be  disposed  of. 

Dated  the         day  of 

C.  D.,  Liquidator. 

Note. — The  above  notice  relates  to  the  old  Company,  whose  business  was 
acquired  in  19      by  the  present  Company  of  the  same  name. 

Form  15,  Report  by  Liquidator  to  Final  Meeting 

The  form  of  such  a  report  must  necessarily  vary  according  to  circumstances. 
To  show  that  there  has  been  compliance  with  sec.  142  of  the  1862  Act,  it  is  well  to 
insert  in  the  report  the  following  paragraph : — 

There  is  hereto  annexed  an  account  of  the  liquidator's  intromissions,  which 
account,  along  with  the  report,  shows  the  manner  in  which  the  winding  up  has 
been  conducted,  and  the  property  of  the  Company  disposed  of. 
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Form  16,  Minute  of  Final  Meeting  in  Liquidation 

Minute  of  Meeting  of  the  members  of  the  A.  B.  Company,  Limited,  incorporated 
on  ,  under  the  Companies  Acts,  1862  to  1890,  held 

within  the  Liquidator's  Office,  ,  on  the 

day  of 

Present — (Sederunt). 

Mr.  P.  H.  was  called  to  the  chair. 

The  liquidator  submitted  a  copy  of  the  [London]  Gazette  of  ,  con- 

taining the  notice  calling  this  meeting,  and  read  the  notice  therein  contained. 
He  also  laid  upon  the  table  a  certificate  of  the  posting  of  the  notice  to  the  members. 

The  liquidator  reported  that  the  affairs  of  the  Company  had  been  fully  wound 
up.  He  submitted  an  account  showing  the  manner  in  which  the  winding  up  had 
been  conducted,  and  the  property  of  the  Company  disposed  of. 

It  was  moved  by  ,  and  seconded  by  ,  that  the 

account  now  submitted  to  the  meeting  be  approved  of,  and  this  resolution  was 
unanimously  agreed  to. 

It  was  moved  by  ,  and  seconded  by  ,  that,  in 

accordance  with  the  agreement,  dated  ,  between  this  Company 

and  the  liquidator  thereof,  on  the  one  part,  and  the  A.  B.  Company,  Limited, 
incorporated  on  ,  under  the  Companies  Acts,  1862  to  1900  (the 

new  Company),  on  the  other  part,  the  books,  accounts,  and  documents  of  this 
Company,  and  of  the  liquidator  thereof,  be  delivered  to  the  new  Company.  This 
motion,  having  been  put  to  the  meeting,  was  unanimously  agreed  to.  (Or,  if  no 
such  agreement  has  been  made,  the  liquidator  can  be  instructed  to  destroy  the  books 
after  the  dissolution  of  the  Company.     See  sec.  155  o/*l862  Act.) 

{The  return  to  the  Registrar  of  the  final  meeting  having  been  held  is  made  by 
the  Liquidator  on  the  Official  Form,  No.  15.) 

See  also  Liquidator's  Accounts  (Scots). 


Comparative  Statements 

To  many  business  men  the  trading  and  profit  and  loss  accounts  and 
balance  sheet  do  not  by  themselves  convey  full  information,  and  it  is 
necessary  for  the  accountant  to  supplement  these  formal  statements  by  a^ 
comparison  of  the  principal  results  educed  with  the  corresponding  results 
of  previous  periods. 

The  statements  of  comparative  results  vary  in  their  form  according  to 
the  nature  of  the  business  dealt  with  and  the  end  sought  to  be  attained 
by  the  comparison.  The  most  common  use  of  these  statements  is,  how- 
ever, in  comparing  one  period's  items  of  income  and  expenditure  with 
those  of  another  period,  and  the  first  consideration  is  the  common  denomi- 
nator in  terms  of  which  the  various  items  are  to  be  expressed.  A  brewer 
gives  all  his  accounting  results,  per  barrel  brewed  ;  a  colliery,  per  ton  of 
coal  raised  ;  and  a  paper  factory,  per  lb.  of  paper  produced  ;  and  it  is  thus 
clear  that  in  practice  the  "  unit  of  material  made  saleable "  is  not 
unfrcquently  deemed  a  reliable  basis.  But,  if  the  adoption  of  cost  as 
the  basis  is  being  considered,  it  should  be  remembered  that  the  valua- 
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tion  of  the  stock  (which  is  a  factor  in  ascertaining  cost)  must  be  on  a 
uniform  and  accurate  basis.  Thus,  a  lower  valuation  of  the  stock,  in 
consequence  of  a  fall  in  the  market  price,  would  bring  out  an  apparent 
increase  in  cost,  and  thereby  an  unvarying  expenditure,  expressed  as  a  per- 
centage on  this  cost,  would  show  a  fall  as  compared  with  previous  periods. 
With  the  turnover  as  a  basis  there  would,  under  the  same  circumstances, 
be  no  variation  shown.  In  other  words,  the  turnover  is  a  basis  founded  on 
completed  transactions, — the  sales ;  whereas  the  cost  is  partly  dependent 
on  an  estimated  value, — book  entries  not  wholly  represented  by  trans- 
actions. On  the  whole,  then,  unless  the  costing  arrangements  are  on  a 
sound  footing,  and  their  results  being  substantiated  by  the  trading  and 
profit  and  loss  accounts,  the  sales  will  be  found  to  supply  the  most  stable 
foundation  for  the  comparisons.  Or,  the  costs  of  production  may  be  com- 
pared per  unit  manufactured,  and  the  costs  of  distribution  per  cent,  of  the 
sales.  It  is  for  the  accountant  to  consider  the  whole  circumstances  of 
any  particular  case,  and  to  adopt  the  factor  which  reflects  most  clearly 
the  causes  of  the  variations  in  the  income  and  expenditure  of  the  business 
and  the  resulting  margin  of  profit. 

The  comparisons  desired  can  generally  be  most  usefully  stated  as 
percentages  on  the  adopted  basis,  and  in  the  calculations  of  such  per- 
centages the  employment  of  four-place  logarithms  facilitates  the  work 
greatly.     Thus — 


Form  1,  Illustration  of  the  use  of  Logarithms  in  Calculation  of 

Percentages 

Assume  that  the  Sales  have  been  .  .  .  .  £25,000  0  0 

the  Gross  Profit        ......       6,000  0  0 

the  Income  from  Dividends,  Discounts,  &c.  .  .  500  0  0 

the  total  Expenditure  chargeable  to  Profit  and  Loss  Account        4,000  0  0 

and  the  Net  Profit    ......       2,500  0  0 

Gross  Sundry  P.  and  L.  Net 

Profit.  Income.       Expenditure.         Profit. 

Log.  of  item +  2  .     5*7782       4-6990       5-6021       5-3979 

Deduct  log.  Sales        .     4-3979       4-3979       4-3979       4-3979 


1-3803       0-3011       1-2042       1-0000 
Anti-logs.  .  .  24-00  2-000       16-00         10-00 

From  this  we  have — 

Sales 100 


Gross  Profit 

Sundry  Income    . 

Profit  and  Loss  Expenditure 

Net  Profit 


24-00 

. 

2-00 

.  16-00 

.  10-00 

26-00 

26-00 

296 
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To  find  the  percentage  of,  say,  gross  profit  to  sales,  we  multiply  the  gross 
profit  by  100,  and  divide  the  product  by  the  sales.  In  the  illustration  we 
therefore  find  log.  gross  profit  =  3*7782  and  add  2,  which  is  log.  100. 
(This  explains  why  2  is  added  to  the  logs,  of  the  items.)  From  the  sum 
of  these  two  items, — viz.,  5*7782,  we  deduct  log.  sales,  and  as  the  difference 
is  a  logarithm,  we  convert  to  the  natural  number,  which  is  the  required 
percentage. 

The  various  items  of  expenditure  debited  in  the  profit  and  loss  account 
can  also  be  treated  separately  instead  of  in  total  as  in  the  foregoing 
illustration.  A  manufacturing  account  and  profit  and  loss  account, 
with  the  percentage  of  the  separate  items  to  sales  would  appear  as 
follows : — 


Form  2,  Manufacturing  and  Profit  and  Loss  Accounts, 
Percentages  on  Sales 


with 


I 


To  Material  Account 


„    Factory  Charges 
„  Gross  Profit 


1.  Manufacturing  Account 


%on 
Sales. 

46-00  £11,500 

28-80  7,200 

1-20  300 

24-00  6,000 


100-00    £25,000 


By  Sales 


100    £25,000 


100    £25,000 


2.  Profit  and  Loss  Account 


%on 

s!S 

Sales. 

To  Salaries       . 

6-40 

£1600 

By  Gross  Profit 

24-00 

„  Carriages     . 

1-00 

250 

„  Income  from  In- 

„  Office  Upkeep 

•40 

100 

vestments 

-80 

„  Gen.  Charges 

5-00 

1250 

„   Discounts  on  Pur- 

„ Interest  and  Dis- 

chases    . 

1-20 

counts     . 

2-00 

500 

„  Bad  Debts  . 

1-20 
16-00 

300 

£4000 

„  Net  Profit  . 

10-00 

2500 

26-00 

£6500 

2600 

£6000 


200 


300 


In  a  recent  investigation  to  discover  the  reason  for  the  profit  and  loss 
account  results  differing  widely  from  the  estimates,  the  following  form  of 
comparative  statement  was  drawn  up.  The  business  produced  a  specific 
article  in  a  settled  industry,  and  the  proportion  of  material  and  labour  in 
construction  should,  therefore,  have  been  fairly  steady. 


COMPARATIVE    STATEMENTS  297 


Form  3,  Manufacturing  and  Profit  and  Loss  Results  for  Five  Years 
compared  as  Percentages  on  Sales 

Income  as  Percentage  on  Sales — 

1900. 

Sales 100-00 

Other  Income  .         .         .         1-11 


1901. 

1902. 

1903. 

1904. 

100-00 

10000 

100-00 

100-00 

4-47 

4-37 

2-48 

2-63 

Total  Credits    .         .     lOMl  104-47  10437  102-48  102-63 

Expenditure  as  Percentage  on  Sales — 

Cost  of  Material      .         .         .       30-25  38-41  20-55  28-16  39-50 

.       35-02  33-44  39-31  35-38  31-55 


65-27 
9-55 

71-85 
8-98 

59-86 
11-49 

63-54 
11-30 

71-05 
9-71 

74-82 
13-03 
13-26 

80-83 

21-69 

1-95 

71-35 

29-93 

3-09 

74-84 

26-81 

-83 

80-76 

30-06 

8-19 

101-11 

104-47 

104-37 

102-48 

102-63 

Prime  Cost 
Factory  Oncosts 

Cost  of  Production  . 
General  Establishment  Charges 
Net  Profit       .         .         .         . 

Total  Debits 


The  estimates  of  oncosts  in  a  manufacturing  business  are  almost  invari- 
ably made  on  the  prime  cost  (wages  jplus  material),  but  wages  alone  and 
material  alone  are  also  accepted  as  bases  in  tendering  for  contracts.  Here, 
again,  only  the  special  circumstances  of  the  particular  business  can  settle  the 
best  method.  In  such  cases  clearly  it  is  of  advantage  to  draw  up  the  com- 
parative states  on  the  same  lines  as  the  estimates,  so  that  the  comparisons 
made  on  the  accounts  will  either  support  the  estimated  oncosts  or  account 
for  the  divergence  in  the  results.  It  must  be  kept  in  view,  however,  that 
as  the  volume  of  business  increases,  the  percentage  of  oncosts,  both  factory 
and  general,  tends  to  decrease ;  this  is  because  a  part  of  these  oncosts  does 
not  vary  proportionately  with  the  articles  produced, — e.g.,  rent  and  taxes, 
heating  and  lighting,  and  advertising. 


Form  4,  Manufacturing  Oncosts  compared  as  Percentages  on 

Prime  Cost 

-rr                                                       Prime  Factory  Percentag^e  of 

^^^^'                                               Cost.  Oncosts.  F/OtoP/O. 

1900  ....   5,723       837  14-62 

1901  ....   5,671       708  12-48 

1902  ....   3,974       762  19-18 

1903  ....   8,417  1497  17-78 


4  years  23,785      3,804       16-00 
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Form  5,  Manufacturing  and  Profit  and  Loss  Accounts,  with 
Percentages  on  Prime  Cost 


1.  Manufacturing  Account 

%onP/C. 

%onP/C. 

To  Material  . 

61-50 

£11,500 

By  Sales 

.     133-70 

£25,000 

„   Wages      . 

38-50 

7,200 

Prime  Cost 

100-00 

£18,700 

„   Factory  Oncosts 

1-60 

300 

„  Gross  Profit 

32-10 

6,000 

Loss  Account 

133-70 

£25,000 

133-70 

£25,000 

2.  Profit  and 

%  on  P/0. 

%  on  P/C. 

To  Salaries    . 

8-56 

£1,600 

By  Gross  Profit 

.     32-10 

£6,000 

„   Carriages. 

1-34 

250 

„  Income  from 

In- 

„  Office  Upkeep  . 

•54 

100 

vestments 

.       1-07 

200 

„   Gen.  Charges    . 

6-69 

1,250 

„  Discount  on 

Pur- 

„  Interest        and 

chases     . 

.       1-60 

300 

Discounts 

2-67 

500 

„   Bad  Debts 

1-60 
21-40 

300 

Gen.  Est.  Charges 

£4,000 

„  Net  Profit 

13-37 
34-77 

2,500 

34-77 

£6,500 

£6,500 

The  price  at  which  a  contract  can  be  tendered  for  is  ordinarily  arrived 
at  by  calculating  the  wages  and  material  necessary  in  the  work,  and  there- 
after there  are  added  (1)  a  percentage  to  cover  the  factory  oncosts ;  (2) 
a  further  percentage  to  cover  the  general  establishment  expenses ;  and  (3) 
the  percentage  for  contingencies  and  profit. 

Form  5  shows  that  the  experience  for  the  year  to  which  the  accounts 
relate  has  been  as  follows  : — 

(1.)  That  the  factory  (or  workshop)  oncosts  have  been  1-60  per  cent,  on 

the  prime  cost. 
(2.)  That  the  general  establishment  charges  have  been  21*40  per  cent. 

on  the  prime  cost. 
(3.)  That  the  net  profit  earned  has  been  1337  per  cent,  on  the  prime 

cost. 

If,  therefore,  these  percentages  be  compared  with  those  employed  in 
the  estimates,  the  latter  will  be  substantiated  by  approximating  the 
former,  or  an  adjustment  on  the  percentages  for  estimates  must  be  made 
for  the  future. 

Comparisons  are  for  some  purposes  valuable,  although  the  items  are 
not  reduced  to  a  common  denominator.  The  accounts  themselves,  com- 
pared with  the  corresponding  statements  of  previous  periods,  show  the 
actual,  not  the  relative,  increase  or   decrease  in  the  various  items,  and 
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it  can  thus  be  seen  whether  an  increasing  turnover  is  wholly  accountable 
for  a  steady  increase  under,  say,  certain  heads  of  expenditure.  This  com- 
parison, especially  when  made  as  part  of  a  special  investigation,  can  give 
best  results  when  the  accounts  to  be  compared  are  set  side  by  side,  thus — 


Form  6,  Comparative  Statement  of  Trading  for  the  Years 
1902,  1903,  and  1904 


19C2. 

1903. 

1904. 

To  Material . 

.  £9,000 

£10,000 

£11,600 

„  Wages    . 

.     6,000 

6,500 

7,200 

PHmc  Cost 

£15,000 

£16,500 

£18,700 

„  Factory     On- 

costs   . 

.       280 

300 

300 

, ,  Gross  Profit 

.     3,320 

4,500 

6,000 

£18,600 
.£1,400 

£21,300 

£25,000 

To  Salaries  . 

£1,500 

£1,600 

,,  Carriages 

190 

220 

250 

„  Office  Upkeep 

90 

100 

100 

,,  Gen.  Charges 

.     1,200 

1,190 

1,250 

,,  Int.   and  Dis 

counts 

400 

510 

500 

„  Bad  Debts 

.        230 

280 

300 

Gen.  Est. 

Charges 

£3,510 

£3,800 

£4,000 

„  Net  Profit 

.       270 

1,175 

2,500 

£3,780 

£4,975 

£6,500 

By  Sales 


1902.  1903.  1904. 

£18,600    £21,300   £25,000 


£18,600  £21,300  £25,f00 

By  Gross  Profit  .  £3,320  £4,500  £6,000 
„  Income    from 

Investments         200  200  200 
„  Creditors'  Dis- 
counts        .       260  275  800 


£3,780      £4,975     £6,5C0 


If  it  be  desired  to  combine  comparative  percentages  with  the  fore- 
going comparison  of  items,  the  percentages  may  be  given  in  three  columns 
side  by  side,  in  front  of  or  behind,  the  parallel  columns  of  items.  The 
other  method  is  to  give  under  the  heading  of  each  of  the  years  a  column 
divided  into  "  Amount"  and  "  Percentage."  The  former  is  the  preferable 
mode,  as  the  comparative  values  stand  out  more  clearly.  The  following 
shows  the  Manufacturing  Account  given  in  Form  6  set  out  in  both  the 
styles  referred  to : — 


[Form  7. 
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Form  7,  Manufacturing  Accounts  for  Three  Years  compared,  with 
Percentages  on  Prime  Cost 

Style  I. 


Percentage  on  Prime  Cost. 

Amount. 

1902. 

1903. 

1904. 

1902. 

1903. 

1904. 

Cr.— 

Sales  . 

124-00 

129-10 

133-70 

£ 
18,600 

£ 
21,300 

£ 
25,000 

Dr.— 

Material 
Wages 

60-00 
40-00 

60-60 
39-40 

61-50 
38-50 

9,000 
6,000 

10,000 
6,500 

11.500 
7,200 

Prime  Cost  . 

Factory  Oncosts   . 
Gross  Profit 

100-00 

1-87 
22-13 

100-00 

1-82 

27-28 

100-00 

1-60 
32-10 

133-70 

15,000 

280 
3,320 

16,500 

300 
4,500 

18,700 

300 
6,000 

124-00 

129-10 

18,600 

21,300 

25,000 

Style  II. 


1902. 

1903. 

1904. 

Amount. 

% 
on  P/C. 

Amount. 

% 
on  P/0. 

1  Amount. 

on  P/0. 

Sales  . 

£ 
18,600 

124  00 

£ 
21,300 

129-10 

1      £ 
25,000 

133-70 

Dr.— 

Material 
Wages 

9,000 
6,000 

6000 
40-00 

10,000 
6,500 

60-60 
39-40 

i 

!  11,500 

I     7,200 

;  18,700 

300 
1     6,000 

61-50 
38-50 

Prime  Cost  . 

Factory  Oncosts  . 
Gross  Profit 

15,000 

280 
3,320 

100-00 

1-87 
22-13 

16,500 

300 
4,500 

100-00 

1-82 

27-28 

100-00 

1-60 
32-10 

18,600 

124-00 

21-300 

12910 

25,000 

133-70 

When  it  is  desired  to  compare  the  balance  sheets  of  two  similar  con- 
cerns to  ascertain  which  is  the  safer  investment,  or  to  compare  successive 
balance  sheets  of  a  concern  to  ascertain  what  progress  has  been  made  in 
the  intervening  period,  the  best  method  is  to  reduce  all  the  items  in  the 
balance  sheet  to  a  percentage  of  the  total.  It  may  be  necessary  to  re- 
arrange the  items  before  proceeding  with  the  actual  calculations  in  order 
to  get  the  benefit  of  the  comparison.  The  following  are  the  balance  sheets 
of  a  financial  concern  as  at  30th  September,  1902,  and  30th  September, 
1904,  with  the  items  shown  as  percentages,  and  the  relative  position  of  the 
company  can  be  gauged  by  the  fluctuations  thus  thrown  into  relief 
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Compensation,  Claims  for 

Within  the  province  of  the  accountant  there  is  one  important  class  of 
claims  for  compensation  which  require  the  exercise  of  professional  skill — 
namely,  the  ascertainment  of  the  compensation  payable  in  respect  of 
loss  of  profits  through  compulsory  removal  in  consequence  of  the  acquisi- 
tion of  the  business  premises  by  some  local  authority  or  railway  company 
under  statutory  powers  of  compulsory  purchase.  The  extension  of  the 
powers  of  local  authorities  to  carry  out  improvements  along  various  lines 
has  rendered  this  class  of  accounting  more  important  than  it  was  formerly, 
and  there  are  special  considerations  entering  into  the  preparation  of  the 
various  statements  required  which  must  be  fully  weighed.  The  price 
payable  may  be  fixed  by  mutual  arrangement  between  the  parties,  but, 
flxiling  that,  it  falls  to  be  fixed  by  arbitration. 

The  claim  by  the  owner  of  the  property,  whether  or  not  he  be  also 
tenant,  is  a  matter  of  valuation  by  a  mutually  chosen  valuator,  and  the 
Lands  Clauses  Acts  lay  down  certain  rules  for  the  adjustment  of  claims 
arising  under  specified  circumstances.  The  real  difficulty  usually  centres 
around  the  amount  of  the  compensation  payable  in  respect  of  loss  of 
profits  through  the  disturbance  of  the  business,  and  that  really  resolves 
itself  into  a  claim  for  the  diminution  of  goodwill  in  consequence  of  the 
removal.  The  goodwill  of  any  concern  may  be  largely  dependent  on  the 
locality  of  the  business,  and  in  such  cases  compensation  will  be  heavy ; 
while  in  other  cases  goodwill  is  wholly  dependent  on  the  firm  name,  and 
is  not  in  the  least  dependent  on  the  situation  of  the  business  premises. 
The  compensation  payable  for  loss  of  profits  would  in  the  second  case  be 
merely  nominal,  to  cover  the  loss  of  profits  during  the  actual  removal. 

Form  1,  Claim  by  Proprietor  and  Tenant  of  Shop 

The  claimants  are  proprietors  of  the  subjects,  No.  R.  Street,  S.,  as 
trustees  for  their  firm  of  C.  D.  &  Co.  They  are  also,  as  the  sole  partners  of  the 
said  firm  of  0.  D.  &  Co.,  tenants  and  occupants  of  the  said  subjects,  where  they 
have  for  many  years  carried  on  business  as  .     The  said  property 

is  situated  in  the  main  thoroughfare  from  to  .     It  also 

adjoins,  &c.  {set  out  details  which  give  the  present  locality  of  claimants'  premises 
a  particular  value).  As  tenants,  the  claimants  place  great  commercial  value  on  the 
said  premises.  Their  business  has  been  carried  on  there  under  the  same  name  for 
upwards  of  years.  They  have  also  made  inquiry  in  the  neighbourhood,  but 
have  been  unable  to  find  any  other  premises  in  the  vicinity  which  are  equally 
suitable.  The  compulsory  removal  of  the  claimants  will  very  seriously  damage 
their  business.  Their  stock,  which  is  large  and  heavy,  will  cost  a  great  deal  to 
remove,  and  will  be  greatly  deteriorated  by  removal.  In  these  circumstances,  the 
claimants  claim,  in  respect  of  the  value  of  the  property  to  be  taken,  and  the 
damage  to  their  business  by  dispossession  and  removal,  the  sum  of  £ 

A  claim  will  ordinarily  be  required  to  be  set  out  in  greater  detail  than 
the  foregoing  form  contemplates.  It  is  sometimes  impossible  for  the 
proprietor  of  the  business  to  secure  premises  in  the  same  locality  as  that 
from  which  he  is  being  ousted,  and  in  such  a  case,  if  his  business  is  of  such 
a  nature  as  to  be  wholly  dependent  on  the  locality,  the  compensation  must 
be  practically  the  value  of  the  goodwill.  An  example  of  this  class  is  a 
licensed  house  in  a  thickly  populated  district,  where  no  adjoining  property 
is  available,  or  where  the  transfer  of  the  license  is  likely  to  be  refused. 
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Form  2,  Claim  for  Compensation  for  Compulsory  Removal  where 
no  adjoining  property  available  for  occupation,  or  other 
circumstances  combine  to  effect  the  extinction  of  the  business 
as  the  result  of  the  removal 


four  years'  purchase 


1.  For  the  Goodwill  of  the  said  business,  beinc 

of  the  net  average  annual  Profits  .... 

2.  Loss  arising  through  the  compulsory  realisation  of  Stock  to  vacate 

premises  .  .  .  . 

3.  Loss  on  realisation  of  Tenant's  Fittings  and  Shop  Furnishings 


Total 


£10,000 

1,000 
500 

£11,500 


When  the  claim  in  form  similar  to  the  foregoing  is  disputed,  the 
parties  usually  instruct  their  accountants  to  prepare  detailed  profit  and 
loss  accounts  over  a  period  of  years  sufficient  to  show  a  fair  average,  and 
the  items  charged  against  the  profits  by  the  accountants  for  the  periods 
must  then  be  scrutinised  to  see  whether  they  really  form  charges  against 
the  profits  for  the  specific  purpose  of  the  reference.  In  many  cases  the 
books  which  have  been  kept  for  the  business  which  is  being  disturbed  are 
very  unsatisfactory,  and  it  sometimes  transpires  that  the  stock  has  not 
even  been  valued  regularly.  The  practice  in  such  a  case  is  to  assume  that 
the  value  from  year  to  year  has  been  maintained  at  about  the  same  level, 
or,  in  the  event  of  an  increase  being  shown  by  a  valuation  at  a  later  date, 
then  it  is  assumed  that  the  increase  has  been  equally  spread  over  the 
period  between  the  stocktakings.  The  period  averaged  is  in  practice 
variously  three,  five,  and  seven  years,  and  the  accounts  would  therefore 
have  to  be  investigated  for  the  period  decided  upon  as  yielding  a  fair 
average.  The  profit  and  loss  accounts  should  be  drawn  up  in  tabular 
form,  having  a  column  for  each  year's  amounts.  The  following  style 
indicates  the  main  features  of  the  statement  on  completion  : — 


Form  3,  Profit  and  Loss  Account  for  the  three  Years  ending 
31st  December,  1902,  1903,  and  1904,  prepared  for  the  pur- 
chasing body 


Cr.— 

(a)  Goods  Account     . 

1902. 
£1000 

£300 
180 
220 
100 

200 

1903. 
£1200 

1904. 
£1500 

Dr.— 

(6)  Wages     .             .             .             . 
(c)  Rent,  Taxes,  and  Insurance 
{d)  General  Charges  . 
(e)  Interest  on  Capital 
(/)  Net  Profit 

£350 
200 
250 
100 

300 

£420 
210 
280 
130 
460 

£1000 

£1200 

£1500 

Showing  an  annual  average  of  net  profit 

of  £320. 

(a)  It  has  been  assumed  in  this  illustration  that  the  books  have  been 
kept  in  such  a  way  that  the  gross  profit  from  trading  could  be 
ascertained  ;  this  involves  of  course  a  regular  stocktaking. 
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(5)  Special  ioquiry  should  be  made  into  the  components  of  this  figure. 
It  is  a  common  practice  for  partners  to  charge  a  regular  salary 
or  wage  against  the  business,  and  actually  to  take  out  the  cash 
represented  by  that  charge,  and  include  it  among  the  ordinary 
wages  passed  through  the  books.  The  claimant  would  not 
charge  these  partners'  salaries  against  the  profit,  as  that  would 
reduce  the  profit  on  which  his  compensation  is  to  be  based ;  but 
the  respondents'  interests  are  the  reverse,  and  they  usually  make 
a  deduction.  While  a  partner  is  not  entitled  to  charge  any 
salary  for  management  before  the  ascertainment  of  the  profit,  the 
special  circumstances  of  this  inquiry  suggest  the  anomaly  arising 
on  the  supposition  that  the  firm  may  have  engaged  a  manager 
and  paid  him  the  same  salary,  which  salary  would  have  formed 
a  legitimate  charge  on  the  profits.  The  aim  of  the  investiga- 
tion is  to  ascertain  the  surplus  net  profits  of  the  business  after 
paying  its  way,  and  on  this  view  of  the  case  the  partners'  salaries 
for  management  must  be  charged  against  the  profits. 

(o)  If  the  business  premises  be  the  property  of  the  firm,  they  will  form 
the  subject  of  a  separate  bargain,  and  their  ownership  must  not 
be  allowed  to  interfere  with  the  true  compensation  payable  in 
respect  of  profits.  It  might  be  maintained  that,  the  firm  being 
owners  of  the  premises,  there  should  be  no  rent  charged  against 
the  business  for  the  occupancy  of  the  premises  ;  this  would  have 
the  effect  of  showing  inflated  profits  on  which  the  compensation 
would  be  calculated.  The  business  must  be  charged  with  all 
the  items  of  which  it  received  the  benefit,  and  therefore  rent 
forms  a  proper  deduction.  As  regards  the  taxes,  care  should  be 
taken  to  see  that  the  whole  taxes  of  occupancy  only  are  included 
in  this  charge.  Income  Tax,  whether  Schedule  A  (Property 
Tax),  or  Schedule  D  (on  Profits),  should  be  eliminated  from  the 
account.  If  ownership  rates  are  included,  the  effect  is  to  reduce 
the  profits  by  the  amount  of  these  rates,  which  properly  form  a 
charge  on  the  landlord ;  therefore,  only  if  the  net  annual  value 
— say  the  amount  assessable  under  Schedule  A — be  charged  as 
rent,  can  the  owners'  taxes  and  repairs  to  the  property  form  a 
fair  charge,  but  in  practice  it  will  be  found  to  be  the  most  direct 
plan  to  eliminate  all  the  owners'  taxes,  and  to  charge  the 
account  only  with  the  gross  rent  which  would  have  been  payable 
by  a  tenant. 

{d)  Of  this  head  a  general  scrutiny  will  be  made,  to  see  what  is 
included  under  it.  The  item  which  commonly  excites  comment 
is  the  inclusion  of  subscriptions  and  donations  of  a  voluntary 
character,  which,  although  made  solely  or  primarily  from  busi- 
ness motives,  are  not  universally  admitted  to  be  a  fair  charge 
on  profits.  The  circumstances  of  the  particular  business  must 
be  allowed  to  answer  this  question  decisively,  as  it  is  recognised 
that  certain  businesses  may  be  fairly  charged  with  such  items, 
while  in  other  cases  the  contributions  are  wholly  unnecessary 
from  a  business  point  of  view. 

(e)  The  interest  on  capital  is  the  question  around  which  most  contro- 
versy has  raged,  but  the  result  of  the  dicta  of  the  arbiters  is  on 
the  side  of  charging  this  interest  against  the  business  in  the 
same  way  as,  and  for  reasons  similar  to,  the  charge  for  partners* 
salaries  for  management.  The  business  should  pay  its  way  in  all 
20 
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respects,  and  the  interest  on  capital  or  borrowed  money  should 
therefore  both  be  charged  and  allowed.     This  has  the  effect,  of 
course,  of  reducing  the  net  profits. 
(/)  The  net  profit  remaining  after  making  the   charges   specifically 
referred  to,  is  really  the  economic  profit ;  it  is  the  profit  arisiDg 
from  the  extra  business  ability  of  the  partners,  or  the  special 
circumstances  in  which  the  business  is  situated,  over  and  above 
the   remuneration  to   the   partners   for   management   and   the 
interest   on   the   capital   invested.      It   is   the   opportunity   of 
earning  this  surplus  profit  which  is  being  taken  away  from  the 
firm  by  the  compulsory  purchase ;  the  abilities  of  the  partners 
may  find  scope  elsewhere,  the  capital  can  be  transferred  to  some 
other  investment,  but  with  the  destruction  of  the  business  goes 
the  opportunity  of  earning  this  surplus  profit.     The  destruction 
may  be  partial  or  total;  total  where  no  removal  is  possible, 
only  dispossession,  in  which  case  the  compensation  should  be 
the  full  price  which  would  have  been  receivable  from  a  purchaser 
of  the  goodwill  of  the  business  as  a  going  concern;  and  partial, 
if  it  be  possible  to  remove  to  adjoining  premises,  and  there  con- 
duct the  business  on  a  more  limited  scale,  or  under  less  advan- 
tageous surroundings,  in  which  case  the  compensation  should 
be  the  reduction  in  the  profit-earning  capacity  capitalised  at, 
say,  four  years'  purchase. 
Items  2  and  3  in  the  claim,  namely,  for  loss  on  realisation  of  stock 
and  shop  furnishings  respectively,  call  for  no  comment,  as  these  amounts 
are  readily  ascertainable.     Where  it  is  possible  to  remove  a  business  into 
new  premises,  there  will  be  more  difficulty  in  valuing  these  items,  but  this 
falls  more  within  the  province  of  a  valuator  than  an  accountant.     In  such 
a  case,  too,  the  removal  expenses  are  also  claimed  for  bj^  the  claimants,  as 
they  are  wholly  incurred  in  consequence  of  the  compulsory  purchase. 


Composition  Contract 

A  Composition  Contract  is  an  agreement  between  a  debtor  and  his 
creditors  whereby  the  latter  agree  to  accept  a  portion  of  their  debts  in  full 
discharge  thereof.  Such  an  arrangement  is  commonly  resorted  to  for 
liquidating  extra-judicially  the  affairs  of  an  insolvent  debtor;  while,  in 
the  case  of  a  sequestrated  bankrupt,  the  Bankruptcy  Act  of  1856  makes 
special  provision  for  winding  up  a  sequestration  upon  offer  of  composition 
accepted  by  the  creditors,  with  the  approval  of  the  Court. 

1.  Extra-judicial  Composition  Contract. — The  debtor  may  effect  the 
composition  contract  with  each  of  his  creditors  individually ;  or  he  may 
enter  into  it  with  them  as  a  body :  the  former  arrangement  is  styled  a 
special  composition,  the  latter  a  general  composition  (Bell,  Com.  ii.  398-9). 
The  composition  may  be  with  or  without  security,  and  may  be  in  the  form 
of  a  single  present  payment,  or  a  series  of  instalments.  The  most  common 
mode  is  for  the  debtor  to  grant  to  each  of  his  creditors  bills  (with  or  without 
additional  names  as  cautioners)  for  instalments  of  composition,  payable  at 
different  future  periods.  A  trust-deed  may  be  granted  by  the  debtor,  by 
way  of  security,  for  payment  of  the  composition  (see  Miller,  1876,  3  R  548) ; 
or  some  special  asset  may  be  made  over  to  a  trustee  for  distribution  among 
the  creditors,  in  addition  to  the  composition  which  the  debtor  obliges  him- 
self to  pay  (see  Mackinnon,  1881,  9  R.  393).     The  composition  arrange- 
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ment  may  expressly  provide  for  particular  creditors  being  treated  more 
favourably  than  others  ;  but  in  the  absence  of  such  express  stipulation,  it 
I  is  an  inherent  condition  of  the  contract  that  all  the  creditors  must  be 
treated  with  equality ;  and  should  this  condition  be  violated,  any  creditor 
who  has  accepted  the  composition  is  entitled  to  resile.  It  may,  again, 
be  part  of  the  arrangement  that  the  composition  shall  be  binding  on 
accepting  creditors,  provided  a  certain  proportion  of  the  whole  body  of 
creditors  concur;  but  in  the  absence  of  such  special  stipulation,  it  is  an 
essential  condition  of  the  contract  that  all  the  creditors  shall  concur  within 
a  certain  specified  period.  Should  the  requisite  concurrences  not  be 
obtained,  each  of  the  creditors  who  has  accepted  is  set  free  from  the 
arrangement,  and  may  revert  to  his  original  claim  {Johnstone,  1823,  2  S. 
229 ;  Brown,  1830,  8  S.  847).  Any  material  misrepresentation  by  the 
debtor  as  to  the  amount  of  his  estate,  whereby  creditors  have  been  induced 
to  accept  a  composition,  will  void  the  contract  (Baillie,  1837,  15  S.  893). 

The  acceptance  of  a  composition  is  usually  and  properly  recorded  in 
writing.  Such  writing  may  be  binding  although  not  probative.  (Bell,  Com. 
ii.  398;  see  Glass,  1825,  4  S.  1 ;  Johnstone,  supra;  Kilpatrick,  1825,  4  S. 
80.)  Proof  of  the  contract  may  be  by  a  duly  authenticated  minute  of  a 
meeting  of  creditors  (Johnstone,  supra).  Where  such  minute  is  not 
signed  by  the  individual  creditors,  it  would  probably  be  enough  that  they 
were  present  at  the  meeting  and  intimated  no  dissent  (Bell,  Com.  ii.  399). 
Where  a  composition  bill  was  sent  to  a  creditor  who  had  announced  his 
declinature,  it  was  held  that  the  mere  retention  by  him  of  the  bill  for  a 
period  of  ten  months  did  not  bind  him  to  acceptance  of  the  composition 
(Thew  <&  Co.,  1881,  8  R.  467). 

Failure  to  pay  the  composition  agreed  on  has  the  effect  of  reviving  a 
creditor's  right  to  demand  full  payment  of  his  debt  (Horsefall,  1826,  5  S. 
36  ;  Gallon,  1851,  14  D.  41 ;  Woods  <&  Co.,  1860,  22  D.  723).  It  is  other- 
wise in  a  composition  contract  in  sequestration.  A  creditor  is,  accordingly, 
not  bound  to  deliver  up  his  original  voucher  of  debt  until  the  composition 
is  fully  paid.  Where  a  creditor  did  not  receive  a  bill  for  his  composition, 
it  was  held  not  incompetent  for  him  to  charge  for  his  original  debt,  leaving 
the  debtor  to  plead  acceptance  of  the  composition  in  reduction  of  the 
demand  (Dick,  1845,  8  D.  1).  A  creditor  may  be  barred  from  insisting  on 
his  original  debt,  in  case  of  failure  to  pay  the  composition,  if  he  has  given 
an  absolute  discharge  in  consideration  of  composition  bills  received  by  him, 
or  other  arrangement  made  (Ifeil,  1833,  12  S.  162).  Where  a  creditor 
who  held  a  cautionary  obligation  for  his  debt  stipulated,  as  a  condition  of 
his  acceptance  of  the  composition,  that  the  cautioner's  consent  should  be 
obtained,  so  as  to  preserve  the  creditor's  claim  against  him,  and  this 
stipulation  was  not  fulfilled,  the  creditor  was  held  not  bound  (Neil,  swpra). 
Failure  to  observe  the  terms  of  the  composition  arrangement  as  to  non- 
essential details  is  not  necessarily  fatal  to  its  validity  (see  Robertson,  2 
Murray,  306,  per  Ch.  C.  Adam). 

The  principle  of  equal  treatment  of  the  creditors  strikes  at  all  secret 
preferences  given  by  the  debtor  to  particular  creditors  to  secure  their 
accession  (Bell,  Com.  ii.  399).  No  action  will  lie  for  enforcement  of  such 
preferences,  which  are  regarded  as  contra  bonos  mores.  They  may  be 
challenged  by  any  of  the  other  creditors  (Bell,  Com.,  ut  supra),  or  by  the 
debtor  (Mack,  25th  Nov.  1814,  F.C. ;  Arrol,  1826,  4  S.  504),  or  by  the 
debtor's  cautioner  (A7^rol,  supra),  or,  where  sequestration  of  the  debtor  has 
supervened,  by  the  trustee  in  the  sequestration  (Macfarlane,  1864,  3  M. 
237).     Where,  however,  the  debtor  has  voluntarily  paid  the  amount  of  the 
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preference  to  the  creditor,  he  will  be  barred  from  suing  for  repetition  {Mac- 
farlane,  supra;  Ironside,  1871,  9  S.L.R.  73).  Where  a  debtor,  after 
arranging  a  composition  settlement,  but  before  being  discharged,  granted  a 
bill  in  favour  of  one  of  his  creditors  for  further  payment  of  his  debt,  the 
creditor's  demand  on  the  bill  was  held  good,  in  the  absence  of  any  evidence 
that,  when  he  agreed  to  the  composition  arrangement,  any  understanding 
existed  that  he  was  to  receive  more  than  the  other  creditors  {Ironside,  ut 
supra).  There  is  of  course  no  objection  to  a  debtor,  after  discharge, 
paying  any  of  his  debts  in  full  if  he  chooses.  A  third  party  who  is  parti- 
ceps  in  a  transaction  for  conferring  an  illegal  preference  will  be  barred, 
equally  with  the  creditor,  from  suing  the  debtor  upon  his  obligation  (Bank 
of  Scotland,  1870,  42  Jur.  557).  It  does  not  seem  to  validate  a  preference, 
that  the  debtor  agrees  to  pay  it  out  of  his  future  acquisitions  (Bell,  Com. 
ii.  399).  A  creditor  who  becomes  cautioner  for  a  composition  is  in  the 
same  position  as  other  creditors  in  regard  to  receiving  any  preference 
{Rohevtson,  1837,  15  S.  1299).  ^ 

Where  caution  has  been  given  for  a  composition,  the  cautioner  is  not 
released  by  the  subsequent  sequestration  of  the  debtor,  or  by  the  creditors 
ranking  therein  for  their  full  debts  {Thomson,  1863, 1  M.  913),  or  consenting 
to  the  bankrupt's  discharge  (19  &d  20  Vict.  c.  79,  s.  56).  Where  one  of  the 
creditors  becomes  cautioner  for  the  composition,  he  is  entitled,  should  the 
debtor  thereafter  be  sequestrated,  to  rank  on  the  sequestrated  estate  for 
the  full  amount  of  his  debt  unpaid,  as  well  as  for  what  he  has  paid  under 
his  cautionary  obligation  {Paul,  19th  Dec.  1820,  F.C.). 

Form  1,  Offer  of  Composition 

To  the  Creditors  on  the  Trust  Estate  of 

A.  B.  [designation  and  address  of  debtor], 

(Place  and  Pate.) 
Gentlemen, — I  hereby  make  an  offer  of  a  composition  on  my  whole  debts  of 
ten  shillings  per  £,  payable  2s.  6d.  per  £  within  seven  days  after  the  meeting  at 
which  this  offer  is  accepted ;  2s.  6d.  per  £,  one  month  after  the  said  acceptance ; 
and  the  balance  of  5s.  per  £  within  three  months  after  the  said  acceptance. 
And  I  propose  C.  D.  as  my  cautioner  for  the  payment  of  the  said  composition, 
and  he  shall  along  with  me  grant  the  promissory  notes  for  the  second  and  third 
instalments  of  the  said  composition  in  addition  to  his  bond  of  caution  for  the 
whole  amount  of  the  said  composition. 

(Sgd.)  A.  B. 
I  undertake  to  become  cautioner  for  the  payment  of  the  before-mentioned 
composition  to  the  creditors  of  A.  B. 

(Sgd.)  C.  D. 
(Place  and  Pate.) 


Form  2,  Acceptance  by  Creditors  of  said  Offer 

(Place  and  Pate.) 

We,  the  creditors  of  A.  B.   [designation  of  debtor]  subscribing  hereto,  do 
hereby  accept  the  offer  of  composition  of  ten  shillings  per  £,  dated 
and  submitted  to  the  meeting  of  creditors  held  this  day. 

2.  Composition  Contract  in  Sequestration. — The  general  nature  of 
this  method  of  winding  up  a  sequestrated   estate  is   that  the  creditors 
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agree  to  accept  a  composition  on  the  amount  of  their  respective  debts,  and 
upon  approval  of  the  arrangement  by  the  Court,  the  debtor  is  discharged 
and  thereby  retrocessed  in  his  estates. 

A  first  offer  may  be  made  at  the  meeting  for  electing  the  trustee,  or  at 
the  meeting  after  the  bankrupt's  examination,  or  at  any  subsequent  meet- 
ing called  for  the  purpose  by  the  trustee  with  the  consent  of  the  commis- 
sioners (B.A.,  1856,  ss.  137,  139  ;  see  Weldon,  1879,  7  R  235).  If  it  is 
made  at  the  meeting  for  election  of  trustee,  a  resolution  to  entertain 
it  must  be  carried  by  a  majority  in  number  and  nine-tenths  in  value  of  the 
creditors  present  who  have  produced  oath  and  vouchers  (s.  137;  Smith, 
1848,  10  D.  1474),  and  if  at  any  subsequent  meeting,  by  a  majority  in 
number  and  four-fifths  in  value  (s.  139  ;  as  to  creditors  entitled  to  vote,  and 
reckoning  majorities,  see  ss.  53,  59,  61,  101).  Creditors  present  who  do 
not  vote  are  computed  as  if  voting  against  the  resolution  {M'Kay,  1864, 
3  M.  74).  Where  an  offer  has  been  rejected  or  become  ineffectual,  no 
otlier  offer  can  be  entertained  unless  nine-tenths  in  number  and  value  of 
all  the  creditors  ranked,  or  entitled  to  be  ranked,  on  the  estate  assent 
in  writing  to  such  offer,  which  must  state  the  amount  of  composition  and 
terms  of  payment,  and  be  subscribed  by  the  cautioner  proposed  (B.A., 
1856,  s.  145). 

The  offer  must  be  to  pay  a  rateable  proportion  per  £  to  each  of  the 
creditors,  not  a  slump  sum  (Bell,  Com.,  ut  supra).  The  offer  must  include 
all  the  bankrupt's  creditors,  not  merely  those  actually  claiming  (Bell,  Com., 
ibid.  457).  It  must  be  accompanied  by  an  offer  of  caution  (B.A.,  1856, 
ss.  137,  139),  for  the  whole  composition  to  all  the  bankrupt's  creditors 
(M'Minn,  1804,  M.  No.  22,  App.  "Bankrupt";  Livingstone,  IHll,  BeW, 
Com.  ii.  353  (note);  M' Vicar,  1829,  8  S.  146  (consignation)).  And  the 
creditors  may  stipulate  for  security  in  addition  to  caution,  to  be  applied 
pro  rata  (Bell,  Com.,  ut  supra;  Aithen,  1845,  7  D.  996  ;  Gray,  1812,  note 
to  Bell,  Com.,  ut  supra;  Adam,  1845,  7  D.  276).  The  cautioner  may 
stipulate  for  security  by  way  of  conveyance  of  the  estate  to  a  trustee  for 
his  behoof  His  right  to  withdraw  seems  coextensive  with  that  of  the 
bankrupt  {supra;  Lee,  1883,  11  R.  26). 

The  offer  cannot  be  accepted  at  the  meeting  at  which  it  is  made.  If  it 
is  made  at  the  meeting  for  election  of  trustee,  and  the  creditors  resolve 
to  entertain  it  (see  supra),  the  trustee  forthwith  advertises  the  fact  in  the 
Gazette,  notifying  that  the  offer  will  be  decided  on  at  the  meeting  after 
the  bankrupt's  examination  (B.A.,  1856,  s.  137) ;  and  also  sends  letters  to 
each  of  the  creditors  claiming  or  mentioned  in  the  bankrupt's  state  of 
affairs,  giving  them  an  abstract  of  the  state  of  affairs  and  of  the  valuation 
of  the  estate  (ibid.;  see  Miln,  1845,  7  D.  888;  Smith,  1848,  10  D.  1474). 
An  acceptance  at  the  second  meeting  must  be  by  a  majority  in  number 
and  nine-tenths  in  value  of  the  creditors  present  (B.A,,  1B56,  s.  138).  A 
partner  has  authority  to  accept  a  composition  on  behalf  of  the  firm  {Mains, 
1895,  22  R.  329).  The  offer  must  be  accepted  according  to  its  terms 
{Miln,  1845,  7  D.  888 ;  M'Intosh,  1846,  18  Jur.  559).  If  the  offer  be 
made  at  the  meeting  after  the  bankrupt's  examination,  or  any  subsequent 
one,  and  is  entertained,  the  trustee  calls  another  meeting  for  a  day  not  less 
than  twenty-one  days  thereafter,  and  must,  seven  days  prior  thereto,  give 
notice  by  letters  to  all  creditors  claiming  or  mentioned  in  the  state  of 
affairs,  sending  them  an  abstract  of  that  state  and  of  the  valuation  of  the 
estate  (B.A.,  1856,  s.  139).  An  acceptance  at  such  meeting  must  be  by  a 
majority  in  number  and  four-fifths  in  value  of  the  creditors  present  {ibid.). 
If  a  second  offer  of  composition  be  entertained  (see  as  to  conditions,  supra), 
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a  meeting  is  called  in  the  same  way  to  decide  upon  it,  and  an  acceptance 
thereof  must  be  by  a  majority  in  number  and  nine-tenths  in  value  of  the 
creditors  present,  and  must  also  be  expressly  assented  to  in  writing  by 
nine-tenths  in  value  of  the  creditors  who  have  produced  oaths  entitling 
them  to  be  ranked  (B.A.,  1856,  s.  145 ;  see  Charles,  1835,  14  S.  139 ; 
Forbes,  1836, 14  S.  380).  Fraud  on  the  part  of  the  debtor,  or  delay  accom- 
panied by  material  change  of  circumstances,  will  entitle  the  creditors  to 
withdraw  an  acceptance  (see  Bell,  Com.,  5th  ed.,  ii.  246).  The  resolution 
of  acceptance  may  be  appealed  against  under  sec.  169  of  the  B.A.,  1856 
{M'Oeorge,  1887,  14  R.  841). 

Following  on  acceptance  of  the  offer,  the  bond  of  caution  must  be 
forthwith  lodged  with  the  trustee  (B.A.,  1856,  ss.  138,  139,  145;  see 
M'Minn,  Bell,  Com.,  oth  ed.,  ii.  460,  note),  executed  by  the  bankrupt,  or 
his  successors,  or  the  partners  of  a  bankrupt  firm,  as  the  case  may  be,  and 
the  cautioner  or  cautioners  (ibid.).  The  sequestration,  however,  proceeds, 
and  the  trustee  continued  in  the  execution  of  his  duties  as  if  no  offer  had 
been  made,  until  the  deliverance  of  the  Court  discharging  the  bankrupt  is 
pronounced  (B.A.,  1856,  ss.  142,  140;  Latta,  1862,  24  D.  1251,  per  Ld. 
J.-Cl.  Inglis ;  see  Neilson,  1843,  5  D.  475). 

Upon  receiving  the  bond  of  caution  the  trustee  must  transmit  to  the 
Bill  Chamber  Clerk  or  Sheriff-Clerk  (whichever  he  may  select)  a  report, 
signed  by  him,  of  the  resolution  of  the  meeting  accepting  the  offer  of 
composition,  together  with  the  bond  of  caution  (B.A.,  1856,  ss.  138, 
139,  145). 

Where  the  offer  accepted  is  a  second  offer,  he  also  instructs  the 
necessary  assents  of  creditors  (see  s.  145 ;  Torry,  1827,  5  S.  765 ; 
Ireland,  1834,  13  S.  223).  The  bankrupt  may  compel  the  trustee  to 
make  his  report  {Kemp,  1832,  10  S.  389  ;  as  to  effect  of  delay  in  proceed- 
ings, see  Robertson,  1850,  13  D.  316  ;  Brown,  1846,  8  D.  822).  In  case 
of  death  or  incapacity  of  the  trustee,  the  Court  may,  on  petition,  empower 
the  commissioners  to  sign  the  report  {Guthrie,  1845,  7  D.  637).  The 
report,  besides  recording  the  amount  of  composition,  the  caution  given, 
and  the  resolution  of  acceptance  {Langmuir,  1829,  8  S.  12)  usually,  but 
not  necessarily,  states  that  the  trustee's  accounts  have  been  audited  and 
the  balance  ascertained,  his  remuneration  fixed,  and  it,  as  well  as  the 
expenses  of  sequestration,  paid  or  provided  for  (see  Lee,  1883,  11  R.  31, 
per  Ld.  Pres.  Inglis).  There  is  also  produced  the  minutes  of  both  meet- 
ings, a  copy  of  the  Gazette,  and  a  certificate  of  posting  of  letters  to 
creditors  (see  Bell,  Com.,  5th  ed.,  ii.  468). 

Before  approval  of  the  composition  settlement  can  be  obtained,  the 
commissioners  must  audit  the  trustee's  accounts  and  ascertain  the  balance, 
and  also  fix  his  remuneration,  subject  to  review  of  the  Lord  Ordinary  or 
Sheriff,  and  such  remuneration  and  the  expenses  of  the  sequestration 
must  have  been  paid  or  provided  for  to  the  satisfaction  of  the  trusted 
and  commissioners  (B.A.,  1856,  s.  141;  see  Br ow7ilee,  18S1,  9  S.  384  jj 
Clark,  1843,  5  D.  772).  It  is  sufficient  that  the  trustee  states  that  he  ii 
satisfied  as  to  the  provision  made  for  his  remuneration  and  the  expenses  ol 
sequestration  (see  Tweedie,  1823,  2  S.  321). 

The  approval  of  the  composition  may  be  opposed  by  creditors  who  havei 
lodged  claims  and  vouchers  (see  Brown,  1846,  8  D.  822;  Scottish  ProvA 
Assur.  Co.,  1859,  21  D.  333 ;  M'George,  1887,  14  R.  841),  and  by  the 
trustee,  and  apparently  also  by  the  bankrupt's  cautioner  (see  Miller,  1872,1 
11  M.  164  ;  Ironside,  1841,  4  D.  629 ;  Lee,  1883,  11  R.  26).  The  groun(ri 
of  objection  may  be  :  (1)  defect  in  proceedings,  such  as  bad  votes,  want  of 
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advertisement  or  notice  to  creditors  {Brown,  1846,  8  D.  822  ;  Smith,  1848, 
10  D.  1474),  misleading  statements  by  trustee  to  creditors  (Miln,  1845, 

7  D.  888),  delay  accompanied  by  material  change  of  circumstances  (Brown, 
supra;  Robertson,  1850,  13  D.  316  ;  see  Lee,  1883,  11  R  26)  ;  (2)  fraud 
or  collusion,  such  as  secret  preferences  by  the  bankrupt  (Johnstone,  23rd 
Feb.  1811,  F.C.),  collusion  between  trustee  and  bankrupt  (see  Urquhart, 

1855,  17  D.  773 ;  Arnott,  1834,  12  S.  931),  fictitious  claims  (see  Gordon, 
6th  July,  1839,  F.C.) ;  (3)  insufficiency  of  caution  offered  (see  Bell,  Com., 
5th  ed.,  ii.  469);  (4)  unreasonableness  of  composition  on  its  merits  (B.A., 

1856,  ss.  138,  139),  as  being,  e.g.,  grossly  disproportionate  to  the  value 
of  the  estate  (see  Arnott,  1834,  12  S.  931 ;  Kilpatrick,  1827,  5  S.  831),  or 
accompanied  by  improper  conditions  (Latta,  1862,  24  D.  1251) ;  (5)  failure 
to  pay  or  provide  for  the  trustee's  remuneration  and  the  expenses  of  the 
sequestration  (B.A.,  1856,  s.  141  ;  see  M'Carter,  1893,  20  K  1090). 

If  the  Lord  Ordinary  or  Sheriff,  after  hearing  any  objections  by  creditors, 
shall  find  that  the  offer  of  composition,  with  the  security,  has  been  duly 
made  and  is  reasonable,  and  has  received  the  requisite  supports  from  the 
creditors,  and  that  the  trustee's  remuneration  and  the  expenses  of  seques- 
tration have  been  duly  paid  or  provided  for,  he  pronounces  a  deliverance 
approving  of  the  same  (ss.  138,  139,  141,  145).  If  he  refuses  approval, 
or  rejects  the  vote  of  any  creditor,  he  must  specify  the  grounds  of  such 
refusal  or  rejection  (ss.  138,  139,  145). 

Discharge  on  composition  differs  from  discharge  without  composition 
in  this,  that  it  not  only  operates  as  a  release  of  the  bankrupt  from  his 
debts,  but  re -invests  him  in  his  estates  and  terminates  the  sequestration 
(B.A.,  1856,  s.  140;  Holmes,  1829,  7  S.  535),  no  separate  act  of  retro- 
cession being  required. 

Securities  held  by  creditors,  as,  e.g.,  heritable  bonds  or  assignations  in 
security,  are  not  affected  by  the  bankrupt's  re-investiture.  Where  inhibi- 
tion has  been  used,  and  debts  have  been  contracted  subsequent  thereto, 
the  effect  is  that  the  inhibitor  is  entitled  to  draw  as  large  a  composition 
as  if  the  posterior  creditors  had  not  been  in  the  field ;  but  in  the  absence 
of  such  subsequent  debts  the  inhibitor  receives  composition  as  an  ordinary 
creditor  (Bell,  Com.,  5th  ed.,  ii.  476  ;  see  Stewart,  23rd  Feb.  1813,  F.C). 
Privileged  debts,  if  not  paid  prior  to  the  acceptance  of  the  composition, 
must  be  paid  in  full  before  any  of  the  instalments  of  composition. 

The  statutory  composition  contract  differs  from  an  extra-judicial  one 
in  that,  after  the  bankrupt's  discharge,  the  creditors  are  restricted  to  their 
claim  for  the  composition,  and  cannot,  on  failure  of  payment,  revert  to 
their  original  debts,  which  have  been  extinguished  by  the  discharge 
(B.A.,  1856,  s.  140  ;  Saunders,  1827,  5  S.  531). 

The  offer  of  composition  must  be  to  the  bankrupt's  whole  creditors  at 
the  date  of  sequestration,  not  merely  to  those  actually  claiming,  the  reason 
being  that  the  bankrupt's  discharge  extends  to  all  the  debts  existing  at 
the  date  of  sequestration.  Accordingly,  every  true  creditor  of  the  bank- 
rupt, whether  in  debts  present,  future,  or  contingent,  is  entitled  to  com- 
position (Fergusson,  1836, 15  S.  25  ;  Murray,  1836, 14  S.  624 ;  Dick,  1845, 

8  D.  1  ;  Pitcaim,  1823,  2  S.  495) ;  subject  to  the  constitution,  if  required 
by  the  debtor,  of  illiquid  claims  not  duly  lodged  and  admitted  by  the 
trustee  prior  to  the  conclusion  of  the  composition  settlement  (Gunning- 
ham,  1823,  2  S.  194;  Pitcairn,  supra;  Smith,  1828,  6  S.  975).  Debts 
given  up  in  the  state  of  affairs,  or  admitted  in  the  vote  on  the  composition, 
cannot  be  disputed  (B.A,  1856,  s.  143;  Morison,  1849,  11  D.  653; 
Black,  1859,  22  D.  215;  Gordon,  1828,  6  S.  393;  see  Hatley,  1861, 


312  COMPOSITION    CONTRACT 

23  D.  881),  unless  the  right  of  challenge  has  been  specifically  stipulated 
for  with  notice  to  the  creditors  in  question  (s.  143  ;  Adam,  1842,  5  D. 
391 ;  Sillars,  1850,  13  D.  431). 

The  cautioner's  liability  to  creditors  who  have  not  produced  their 
oaths  before  the  date  of  the  deliverance  approving  of  the  composition  is 
limited  to  the  period  of  two  years  from  that  date  (B.A.,  1856,  s.  144 ; 
Morison,  1849,  11  D.  653). 


Form  3,  Offer  of  Composition  by  Bankrupt 

{Place  and  Date.) 

To  the  Creditors  on  the  sequestrated 
estate  of  B.  D.  [designation]. 

Gentlemen, — I  hereby  make  an  offer  of  a  composition  on  my  whole  debts  of 
per  ,£,  payable  in  cash  [or  otherwise]  within  one  month  of  the 
acceptance  of  this  offer ;  and  I  agree  to  pay  the  whole  expenses  attending  the 
sequestration  and  the  remuneration  of  the  trustee  ;  and  I  propose  D.  M.  [desig- 
nation] as  my  cautioner  for  the  said  composition,  expenses,  and  remuneration. — 
I  am,  your  obedient  servant, 

B.  D. 
{Place  and  Date.) 

I  undertake  to  become  cautioner  as  above  mentioned. 

Form  4,  Offer  by  Bankrupt  Firm 

{Place  and  Date.) 
To  the  Creditors  on  the  sequestrated 

estates  of  B.  D.  &  Co.  [designation]. 

Sirs, — We  hereby  offer  to  make  payment  of  a  composition  of 
per  £  on  all  debts  due  by  B.  D.  &  Co.  [designation],  of  which  we  were  the  sole 
partners  at  the  date  of  their  sequestration,  and  a  composition  of 
per  £  on  all  debts  due  by  me,  B.  D.,  as  a  partner  of  said  Company  and  as  an 
individual,  at  the  date  of  the  sequestration  of  our  estates,  payable  [state  mode  oj 
payments] ;  and  we  agree  to  pay  the  whole  expenses  attending  the  sequestration 
and  the  remuneration  of  the  trustee. 

We  further  offer  D.  M.  [designation]  as  cautioner  for  the  said  composition, 
expenses,  and  remuneration,  and  engage  that,  besides  executing  the  usual  bond 
of  caution,  he  shall,  along  with  us,  grant  promissory  notes  to  the  creditors  for 
their  respective  compositions,  payable  as  above  mentioned. 


D.  M. 


{Place  and  Date.) 
I  undertake  to  become  cautioner  as  above  mentioned. 


B.  D. 

C.  D. 


D.  M. 
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Form  5,  Part  of  Minute  of  First  Meeting  rejecting  or 
accepting  Offer 

The  meeting  unanimously  rejected  the  Bankrupt's  offer  of  composition,  and 
resolved  that  the  Trustee,  with  the  advice  of  the  Commissioners,  should  expose 
the  Bankrupt's  property  for  public  sale,  and  did  not  think  it  necessary  to  give 
the  Trustee  any  further  special  directions  for  the  recovery,  management,  or  dis- 
posal of  the  estate. 

O, 

The  meeting  unanimously  accepted  the  offer  of  composition  made  by  the 
Bankrupt  at  last  meeting,  and  approved  of  the  security,  and  directed  the  Trustee 
to  proceed  accordingly ;  but  in  case  of  the  offer  of  composition  becoming  ineffectual, 
and  of  it  being  necessary  to  dispose  of  the  Bankrupt's  heritable  property,  the 
meeting  resolved  that  it  should  be  brought  to  public  voluntary  sale,  and  did  not 
think  it  necessary  to  give  the  Trustee  any  further  special  directions  for  the 
recovery,  management,  or  disposal  of  the  estate. 

Or, 

The  said  I.  J.  and  M.  W.  voted  that  the  bfifer  of  composition  and  security 
made  by  the  Bankrupt  at  the  last  meeting  be  rejected,  but  the  other  creditors  or 
mandatories  for  creditors  present,  being  a  majority  in  number  and  nine-tenths  in 
value  thereof,  voted  that  the  offer  should  be  accepted  and  the  security  should  be 
approved  of,  and  directed  the  Trustee  to  proceed  accordingly ;  but  in  case  of  the 
offer  of  composition  becoming  ineffectual,  and  of  it  being  necessary  to  dispose  of 
the  Bankrupt's  heritable  property,  the  meeting  resolved  that  it  should  be  brought 
to  public  voluntary  sale,  and  did  not  think  it  necessary  to  give  the  Trustee  any 
further  special  instructions  for  the  recovery,  management,  or  disposal  of  the 
estate. 

Form  6,  Part  of  Minute  of  Second  Meeting  rejecting  or 
accepting  Offer 

(An  offer  of  composition  may  be  made  at  this  meeting.  If  it  be  made, 
a  majority  in  number  and  four-fifths  in  value  of  the  creditors  present  may 
resolve  that  the  offer  and  security  shall  be  entertained  for  consideration. 
The  minute  would  then  run  as  follows) : — 

The  meeting  took  into  consideration  the  following  offer  of  composition  by  the 
Bankrupt : — 

{Quote  offer.) 

The  meeting  unanimously  resolved  that  the  offer  and  security  should  be  enter- 
tained for  consideration.  {If  there  is  a  vote,  use  the  preceding  form  mutatis 
mutandis.) 

Form  7,  Circular  by  Trustee  calling  Meeting  of  Creditors  and 
intimating  Offer  of  Composition 

(Where  the  offer  of  composition  is  made  and  entertained  at  any  meeting 
after  the  bankrupt's  examination,  the  trustee  must  call  another  meeting 
for  a  date  not  less  than  twenty-one  days  thereafter  to  decide  on  it,  and 
intimate  the  meeting  by  circular  seven  days  prior  to  its  date  to  all  the 
creditors  (1856  Act,  ss.  138,  139).  An  acceptance  at  such  meeting  must 
be  by  a  majority  in  number  and  four- fifths  in  value  of  the  creditors 
present.) 
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{Place  and  Date.) 

Sir, — As  Trustee  on  the  sequestrated  estate  of  B.  D.  [designation  as  in  bank- 
ruptcy 2'>roceedings\  I  hereby  intimate  that  at  a  general  meeting  of  his  creditors 
held  on  the  day  of  ,  19     ,  at  o'clock 

noon,   the   Bankrupt  made  the  following  offer  of  composition  to  his 
creditors,  viz. : — 

{Place  and  Date.) 
"  To  the  Creditors  on  the  sequestrated 
estate  of  B.  D.  [designation^. 

Gentlemen, — I  hereby  make  offer  of  a  composition  on  my  whole  estate  of 
per  £,  payable  in  cash  [or  otherwise']  within  one  month  of  the 
acceptance  of  this  offer ;  and  I  agree  to  pay  the  whole  expenses  attending  the 
sequestration  and  the  remuneration  to  the  Trustee ;  and  I  propose  C.  D.  [designa- 
tion] as  my  cautioner  for  the  said  composition,  expenses,  and  remuneration. — I 
am,  your  obedient  servant, 

B.  D. 

{Place  and  Date.) 
I  undertake  to  become  cautioner  as  above  mentioned. 

C.  D." 

The  creditors  present  at  said  meeting  having  unanimously  [or,  by  a  majority 
in  number  and  four-fifths  in  value  of  the  creditors  present  at  said  meeting  having] 
resolved  that  the  offer  and  security  should  be  entertained  for  consideration,  another 
meeting  of  creditors  will  be  held  within  the  office  of  E.  F.  &  Company  [address], 
on  ,  the  day  of  ,  at 

o'clock  noon,  for  the  purpose  of  finally  deciding  thereon.     In  terms 

of  sec.  139  of  the  Bankruptcy  (Scotland)  Act,  1856,  I  annex  an  abstract  of  the 
state  of  affairs  and  valuation  of  the  estate,  so  far  as  can  be  done,  to  enable  the 
creditors  to  judge  of  said  offer. — Your  obedient  servant, 

T.  S.,  Trustee. 

STATE  OF  AFFAIRS  REFERRED  TO. 

{Specify  shortly  state  of  Bankrupt's  affair s^  bringing  out  deficieticy.) 

Form  8,  Report  by  the  Trustee  on  the  Offer  of  Composition 

(In  order  to  obtain  judicial  approval  of  the  composition  and  the 
bankrupt's  discharge,  the  trustee,  after  receiving  the  bond  of  caution,  must 
prepare  and  submit  to  either  the  Bill  Chamber  clerk  or  sheriff-clerk 
a  report  on  the  composition.  The  trustee's  accounts  must  also  be 
considered  by  the  commissioners,  the  balance  ascertained,  and  his 
remuneration  fixed;  and  there  must  be  produced  the  minutes  of  both 
meetings,  a  copy  of  the  Gazette  containing  the  notice,  and  a  certificate  of 
the  posting  of  the  circulars.) 

Report  by  T.  S.  [designation],  Trustee  on  the  Sequestrated  Estates 
of  B.  D.  [designation\ 

To  the  Sheriff  of 
The  Trustee  on  the  said  sequestrated  estates  reports  to  your  Lordship  that 
at  the  general  meeting  of  creditors  held   after  the  bankrupt's  examination  on 
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the  flay  of  ,  19      ,  the  Bankrupt  made  an  offer  of 

composition  at  the  rate  of  per  £,  payable  ,  and  offered 

to  pay  and  provide  for  the  expenses  attending  the  sequestration  and  the  remunera- 
tion of  the  Trustee,  and  proposed  C.  D.  [designation]  as  security  for  payment 
thereof ;  that  at  said  meeting  the  said  offer  was  unanimously  entertained  for  con- 
sideration, and  that  at  a  meeting  of  creditors  specially  called  for  the  purpose,  after 
due  notice  by  circular  to  each  creditor  and  advertisement  in  the  Edinburgh 
Gazette,  and  held  on  the  ,  19      ,  said  offer  was  unanimously 

decided  upon.  The  Trustee  herewith  produces  the  Minutes  of  said  meetings 
of  creditors,  together  with  the  bond  of  caution  granted  by  the  said  B.  D.  as 
principal,  and  the  said  C.  D.  as  cautioner  in  conformity  therewith,  a  copy  of  the 
said  Gazette,  and  a  certificate  of  posting  of  the  said  circulars. 

The  Trustee  further  reports  that  his  accounts  have  been  audited  by  the  Com- 
missioners, and  the  balance  ascertained,  and  his  remuneration  fixed ;  and  that  the 
expenses  attending  the  sequestration,  and  said  remuneration  have  been  paid  or 
provided  for  to  the  satisfaction  of  the  Trustee  and  Commissioners. 

Humbly  reported  by 

T.  S.,  Trustee. 


Form  9,  Gazette  Notice  where  Offer  of  Composition  made  at 
Second  Meeting 

{The  Form  can  he  altered  to  suit  the  case  of  the  offer  having  been 
made  at  a  subsequent  meeting.) 

As  Trustee  on  the  sequestrated  estates  of  B.  D.  [designation  as  in  hankruiJicy 
proceedings],  I,  T.  S.,  hereby  intimate  that  at  the  second  meeting  of  creditors, 
held  on  ,  19      ,  the  Bankrupt  made  an  offer  of  a  composition 

of  per  £,  to  his  creditors  on  his  whole  debts,  payable  , 

and  he  offered  C.  D.  [designation]  as  his  cautioner.  The  Bankrupt  also  offered 
to  pay  or  provide  for  the  whole  expenses  attending  the  sequestration,  and  the 
remuneration  to  the  Trustee.  The  creditors  present  at  said  meeting  resolved  that 
the  offer  and  security  should  be  entertained  for  consideration.  Another  meeting 
of  creditors  will  be  held  within  the  chambers  of  the  Trustee,  , 

Glasgow,  on  the  day  of  ,  19      , 

at  o'clock  noon,  for  the  purpose  of  finally  deciding 

thereon. 

T.  S.,  Trustee. 

{Address  and  Date.) 

Form  10,  Certificate  by  Trustee  of  Creditor's  Right 
to  Composition 

{Place  and  Date.) 

I,  T.  S.  [designation],  lately  Trustee  on  the  sequestrated  estates  of  B.  D. 
[designation],  hereby  certify  that  E.  F.  [designation],  duly  lodged  in  the  seques- 
tration an  oath  and  grounds  of  debt,  as  a  creditor  of  the  said  B.  D.,  for  the  sum 
of  £  at  the  date  of  his  sequestration,  and  that  in  the  acceptance  of  an 

offer  of  composition,  he  was  admitted  without  question  to  be  reckoned  as  a  creditor 


ol6  CONFIRMATION  OF  EXECUTORS 

for  said  debt,  and  that  the  sequestration  was  closed  by  composition,  and  the 
Bankrupt  discharged  by  the  Lord  Ordinary  [or,  the  Sheriff  of  ], 

on  the  day  of 

T.  S.,  Trustee. 

Confirmation  of  Executors 

Erskine  defines  the  confirmation  of  an  executor  as  "a  sentence  of  the 
judge  competent,  authorising  an  executor,  one  or  more,  upon  making 
inventory  of  the  moveable  estate,  and  debts  due  to  the  deceased,  to  sue  for, 
recover,  possess,  and  administer  the  -whole,  either  for  behoof  of  themselves, 
or  of  others  interested  therein.  Where  an  executor  named  by  the  deceased 
is  authorised  by  the  judge,  it  is  called  the  confirmation  of  a  testament- 
testamentary ;  and  when  the  judge  confers  the  office  of  executor  upon  a 
person  of  his  own  nomination,  it  is  styled  the  confirmation  of  a  testament- 
dative  "  (iii.  927).  The  confirmation  of  an  executor  is  the  ratification  of 
his  appointment;  the  appointment  itself  is  made  either  by  the  deceased, 
in  the  case  of  an  executor-nominate,  or  by  decree  of  the  Court  in  favour 
of  the  person  or  persons  entitled  to  the  office,  as  in  the  case  of  an  executor- 
dative.  The  effect  of  confirmation  is  to  give  the  confirmed  executor 
a  title  to  uplift  and  administer  the  moveable  estate  of  the  deceased  as 
given  up  in  the  inventory  upon  which  the  confirmation  proceeds. 

The  extract  of  confirmation  in  favour  of  the  executor  should  forthwith 
be  exhibited  to  the  deceased's  bankers  and  others  holding  estate  belonging 
to  him,  such  as  the  companies  in  which  he  held  investments.  The  pro- 
duction of  the  confirmation  should  be  noted  in  the  debtor's  books  in  a 
form  similar  to  the  following : — 

Form  1,  Entry  in  Company's  Books  of  Exhibition  of  Confirmation 

Confirmation  in  favour  of  A.  B.  as  [executor-notninate],  dated 
19      ,  exhibited  ,19      . 

and  on  the  extract  itself  there  is  endorsed  an  intimation  in  form  similar  to 
the  following : — 

Form  2,  Endorsement  on  Extract  Confirmation  of  its  Registration 
in  Company's  Books 


The 

Company, 

Limited. 

Exhibited  and 

Registered, 

19     . 
Secretary, 

Consignment  Note.     See  Shipping  Forms. 

Consignments 

Although  the  principles  regulating  the  records  of  all  consignments  are 
the  same  under  all  circumstances,  the  varying  conditions  under  which  any 
particular  transaction  is  carried  out  would  affect  the  form  of  the  records  to 
be  employed.  The  documents  used  in  consignments  at  home,  such  as  those 
relating  to  certain  trades  whose  wholesale  buying  is  at  auction  sales  of 
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consigned  goods,  are  simple  in  form,  whereas  the  transactions  involving 
shipment  abroad  are  more  elaborate.  It  is  generally  accepted  as  an 
essential  in  dealing  with  consignments,  whether  as  consignor  or  consignee, 
that  each  consignment  should  be  kept  distinct  from  all  others.  The 
consignor  desires  the  yield  of  each  consignment  to  be  separately  shown, 
and  he  does  this  by  keeping  a  separate  ledger  account  for  each ;  the 
consignee  has  to  render  an  account  sales  of  each  consignment,  whether  he 
remits  the  balance  due  or  not,  he  therefore  keeps  a  separate  ledger  account 
for  each  (numbering  them  for  distinction),  and  in  closing  them  he  can 
transfer  any  unremitted  balance  to  the  current  account  of  his  principal. 
Consignments  Inwards  Book  (Receiving  Book)  contains  a  memorandum  of 
the  consignments  coming  to  hand  as  advised,  there  is  no  transaction  in  the 
receipt  of  the  goods,  and  therefore  no  posting  from  this  book. 

Cash  sales  are  debited  in  Cash  Book  and  posted  to  credit  of  the  account 
for  the  consignment.  Credit  sales  are  recorded  in  a  Sales  Journal  (which 
is  in  form  preferably  of  the  ledger  ruling  of  Journal),  debiting  the  buyer 
and  crediting  the  consignment's  account.  Cash  payments  of  charges  on 
account  of  the  consignment  are  credited  in  Cash  Book  and  posted  to  debit 
of  the  consignment's  account;  charges  incurred  on  credit  are  journalised  in 
a  Charges  Journal,  similar  to  Sales  Journal,  debiting  the  consignment's 
account  and  crediting  the  personal  account  of  the  creditor. 

The  consignee's  remuneration  as  commission  should  in  his  records  be 
passed  through  a  Commission  Journal  (simply  a  Day  Book),  when  the  con- 
signee acts  frequently  in  such  a  capacity,  and  when  otherwise,  a  journal 
entry  would  be  employed  to  effect  the  necessary  transfer.  In  either  case, 
the  postings  would  be  Consignment  Account  (No.  X.)  Dr.  to  Commission 
Account,  but  by  a  Commission  Journal  the  commission  earned  over  a  period 
would  be  summed  and  credited  in  one  figure  instead  of  in  single  items. 

The  transaction  from  the  consignor's  point  of  view^  is  like  a  sale  at  an 
unascertained  price.  The  invoiced-out  price  of  the  consigned  goods  should 
not  go  through  the  Day  Book  among  the  sales  to  customers.  If  consign- 
ments are  frequent,  a  separate  Day  Book  should  be  kept  called  Consignments 
Outwards  Book,  the  total  of  which  would  be  treated  through  the  goods 
accounts  separately  from  the  sales ;  if  consignments  are  seldom  made, 
a  journal  entry  would  suffice,  debiting  the  particular  consignment  account 
and  crediting  goods  account  or  consignments  account  (which  is  a 
subsidiary  goods  account). 

Form  1,  Consignments  Inwards  Book 


Date. 


Account. 


Fol. 


Description  and 
Marks. 


Quantity. 


Rate.       Amount. 
(Per  Invoice.) 


The  folio  col.  in  Form  1  is  for  the  reference  to  the  particular  ledger 
account  for  the  consignment,  which  is  written  up,  as  to  particulars  of  the 
consignment,  from  this  book.  The  rate  and  amount  as  per  invoice  are  not 
to  be  posted,  they  do  not  represent  any  transaction,  but  serve  as  a  guide  to 
the  consignee  in  transacting  a  sale,  or  have  reference  to  the  terms  of  his 
instructions. 
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Form  2,  Ledger  Ruling  with  Quantity  Columns  for 
Consignment  Accounts 


Cr. 


Date. 


Item. 


T.  i  C. 


£     8.    d. 


Date, 


Item. 


T.     C. 


Amo 


As  the  sales  of  the  consignment  are  effected,  not  only  the  amounts  but 
also  the  quantities  are  posted  to  the  Cr.  When  the  account  sales 
is  rendered  to  the  consignor,  the  quantity  accounted  for  therein  will  be 
posted  to  the  Dr.  when  posting  the  remittance  or  transfer.  If  such 
account  sales  be  interim,  the  balance  of  the  quantity  columns  would 
represent  the  quantity  still  to  be  accounted  for,  but  if  final,  the  Dr. 
and  Gr.  quantity  columns  would  balance. 

If  transactions  involve  dealings  in  a  foreign  currency,  special  columns 
for  that  could  be  added  to  the  foregoing  form.     See  Ledgers. 


Form  3,  Account  Sales 

This  is  a  formal  statement  rendered  hy  the  consignee  to  consignor,  and  con- 
tains the  transactions  with  the  consignment  as  shown  in  the  account  of  tlie 
consignment  in  the  consignee's  hooks. 

Account  Sales  of  {general  description  of  goods). 
Ex  s.s.  , 

Sold  for  account  of  {Consignor's  name). 


Marks.  'Parcels. 


C.     Q. 


By 

[Particulars  of  Sales.) 


[This  total  should  equal  quantity 
consiyned.) 

To  Charges — 

Duty         .... 
Marine  Insurance,  £ 

@  %     .         . 

Fire  Insurance,  £, 
Freight,  ft.  in. 

Cartage    . 
Warehousing    . 
Coramission,  @  % 


£    s.    d. 


£    s.    d. 


E.  &  0.  E. 


Net  Proceeds  due  {due  date  oj  Bill) 

{Place  and  Date.) 
{Signature  of  Co7isignee.) 


I 


CONTRACT    NOTES 


819 


Form  4,  Another  Form  of  Account  Sales 

{Place  and  Date.) 

Account  Sales  of  {general  description  of  consignme7it),  received  ex  s.s. 

J  from  ,  and  sold  by  {Agent — i.e.,  Consignee's  name), 

for  account  of  {Principal's  name). 


{Particulars  of  Sales.) 


Charges — 
Duty. 

Fire  Insurance  on  <£ 
Freight 
Porterage    . 
Warehouse  Rent 
Incidentals . 
Commission,      7o  ^^  ^ 


Net  Proceeds  due  . 
E.  &  O.  E. 


(Bate.) 


£    s.    d.     £    s.   d. 


(Signature  of  Consignee.) 


Contract  Notes 

Form  1,  Bought  or  Sold  Note 

{Place  and  Date.) 
{Client's  name) 

Dear  Sir, — We  beg  to  advise  business  on  your  account  as  under,  subject  to 
the  Rules  of  the  [Edinburgh]  Stock  Exchange. — Yours  faithfully, 

{Broker's  signature.) 


Bought  or  ?!old. 


Appro'priated 

Contract  Note 

Stamp. 


Description  of  Securities. 


Add  (in  Bought  Note)  [Less  (in  Sold 

Note)]  Commission      .         .         .  £ 
Stamp  and  Fee        .... 


E.  &  0.  E. 


For  Settlement, 

{Date  of  Settlement.) 


(Stamp  Duty,  £5  and  under  £100,  Id. ;  £100  and  over.  Is.) 
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Form  2,  Bought  and  Sold  Note 

{Place  and  Date.) 
(Client's  name) 

Dear  Sir, — We  beg  to  advise  business  on  your  account  as  under,  subject  to 
the  Rules  of  the  [Edinburgh]  Stock  Exchange. — Yours  faithfully, 

{Broker's  signature.) 


Securities. 


Price. 


£     s.     d. 


Commission. 


£    s.    d. 


£     s.     d. 


For  Account. 


Form  3,  Continuation  Note 

(Place  and  Date.) 
(Client's  name) 

Dear  Sir, — We  beg  to  advise  having  continued  the  following  Stocks  on  your 
account  as  under,  subject  to  the  Rules  of  the  [Edinburgh]  Stock  Exchange. — 
Yours  truly, 

(Broker's  name.) 




for  a/c 

....        , .               ...    for  a/c    . 

Securities. 

9 

Total 

@ 

Amount. 

Commission. 

Total. 

£     s.     d. 

£      8.      d. 

£     s.     d. 

£    «.    d. 

Form  4,  Account  for  Settlement 


(Place  and  Date.) 


For  Settlement 

Dr.         (Client's  name) 


19 


In  a/c  with  (Broker's  name)         Cr. 


£    s.    d. 


£    8.    d. 
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Costing 
This  subject  is  very  fully  treated  in  the  "  Encyclopaedia  of  Accounting," 
vol.    ii.,    under    the    heads,    "Cost    Records    or    Factory    Accounting," 
"Establishment    Expenses,"    and    "Factory    Organisation    and    Costing 
Arrangements." 

A  costing  system  is,  generally  speaking,  an  analysis  of  the  factors  con- 
stituting cost,  so  that  they  may  be  apportioned  over  the  manufactured 
products.     The  analysis  can  usually  be  made  on  the  following  lines : — 


Elements  of  a  Product 

1.  Material. 

2.  Productive  Labour. 

3.  Direct  Expenses  of  Production,  otherwise  styled  Factory  Oncosts. 

These  last  may  be  subdivided  into  the  costs  applicable  to  the  various 
departments,  if  the  factory  be  divided-  into  separate  workshops  or 
departments. 

This  head  embraces  such  items  of  manufacturing  expenses  as  motive 
power ;  wages  of  superintendence,  and  general  labourers,  &c. ;  lighting 
and  heating  of  the  buildings;  rent,  taxes,  and  insurance  of  buildings, 
and  also,  if  any,  of  plant;  and  the  depreciation  and  upholding  of  the 
buildings  and  plant. 

It  will  be  seen  that  these  items  all  form  a  part  of  the  cost  of  produc- 
tion of  the  article  manufactured,  but  they  are  of  such  a  general  nature 
as  to  be  incapable  of  being  directly  charged  against  manufactures,  except 
by  way  of  an  estimated  percentage  on  the  ascertainable  cost  of  another 
element,  or  at  an  estimated  rate  per  unit  of  the  product. 

4.  Indirect  Expenses,  otherwise  styled  General  Establishment 
Expenses. 

This  head  embraces  all  the  expenses  of  distribution,  financing,  and 
administration  of  the  business,  includiDg  salaries  or  fees  of  directors, 
managers,  or  other  managing  body;  upkeep  of  offices  and  warehouses; 
interest,  discounts,  and  financing  charges ;  travellers'  salaries,  commissions, 
and  expenses  ;  bad  debts  ;  and  any  other  legitimate  expenditure  falliDg  to 
be  charged  against  the  profit  of  the  business  and  not  forming  part  of  the 
cost  of  manufacture,  but  being  rather  of  the  nature  of  an  expense  of  con- 
ducting the  business. 

5.  Profit. 

Some  group  those  elements  thus : — 1,  2,  and  3  taken  together  make 
up  the  prime  cost ;  1,  2,  3,  and  4  taken  together  make  up  the  cost ;  and, 
of  course,  all  the  five  elements  go  to  make  up  the  selling  price  to  be 
received  to  cover  them  all. 

Others  group  them  thus  : — 1  and  2  make  up  prime  cost ;  1,2,  and  3 
make  up  cost  of  production ;  1,  2,  3,  and  4  taken  together  make  up  the 
cost ;  and  all  the  five  elements  give  the  selling  price  to  yield  the  desired 
profit. 

In  a  purely  commercial — that  is,  a  non-manufacturing — business,  the 
prime  cost  would  be  the  purchases  plus  the  stock-on-hand  at  the  opening 
of  the  account,  and  minus  the  stock-on-hand  at  the  close  of  the  account 
21 
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The  cost  in  such  concerns  is  the  prime  cost  plus  the  distributing,  financial, 
and  administrative  charges.  The  balance  of  the  selling  price  remaining 
after  deduction  of  the  prime  cost  is  gross  profit,  and  the  balance  remaining 
after  deduction  of  cost  is  net  profit.  Following  thereon,  the  gross  profit, 
minus  the  distributing,  financial,  and  administrative  charges,  is  net 
profit. 

The  analysis  is  made  by  the  use  of  cards  which  bear  the  distinctive 
number  which  each  order  or  contract  is  known  by  throughout  the  course 
of  its  execution.  The  stores  required — that  is,  the  raw  material  or  the 
ready-made  parts  or  sections  necessary  for  the  contract — are  drawn  from 
store  on  a  stores  warrant,  and  an  entry  is  made  in  the  Stores  Day  Book  or 
Stores  Issued  Book,  and  from  there  the  item  issued  is  charged  to  the 
account  kept  for  the  specific  contract  in  the  Prime  Cost  Ledger.  This 
Stores  Issued  Book  is  most  useful  when  in  the  columnar  form,  having 
analytical  columns  for  each  of  the  subdivisions  of  stores  for  which 
accounts  are  kept  in  the  Stores  Ledger ;  it  is  only  necessary  in  this  case, 
of  course,  to  carry  the  total  of  these  columns  to  the  credit  of  the  various 
stores  accounts  periodically.  If  this  form  be  not  adopted,  perhaps  on 
account  of  the  many  stores  accounts  kept,  it  will  be  necessary  to  provide  in 
the  Stores  Issued  Book  a  second  posting  folio  column,  so  that  the  items 
may  be  individually  credited  to  the  particular  stores  account  to  which 
they  belong,  in  addition  to  being  debited  to  the  particular  contract  to 
which  they  are  applied.  The  various  stores  accounts  are  debited  with  the 
purchases  of  the  different  kinds  of  stores  from  the  Invoice  Book.  The 
amount  of  stores  on  hand  of  any  particular  kind  should  always  agree 
approximately  with  the  balance  of  quantity  and  value  shown  on  its 
appropriate  account  in  the  Stores  Ledger.  For  forms  of  stores  books,  see 
Stores  Books. 

Wages  expended  on  the  various  contracts  are  charged  up  to  the 
account  of  the  contract  in  the  Prime  Cost  Ledger  from  a  summary  of  the 
wages  issued.  This  summary  frequently  goes  by  the  name  of  the  Wages 
Summary  Book. 

Any  cash  outlays  of  a  miscellaneous  nature  incurred  for  any  particular 
contract  should  be  charged  up  to  the  account  of  that  contract  in  the 
Prime  Cost  Ledger  from  the  cash  book  or  petty  cash  book,  as  the  case  may 
be.  Such  items  would  also  have  to  be  debited  to  the  Prime  Cost  Ledger 
account  in  the  Commercial  Ledger,  because  the  postings  to  the  separate 
contract  accounts  do  not  constitute  the  entries  necessary  for  the  double 
entry  in  the  commercial  books,  the  costing  system  being  distinct  from  the 
commercial  system  of  bookkeeping.  In  the  Commercial  General  Ledger 
there  would  be  an  account  called  Prime  Cost  Ledger,  in  which  would 
appear  all  entries  of  transactions  affecting  the  costing  system  on  the  one 
hand,  and  a  personal,  real,  or  nominal  account  in  the  Commercial  books 
on  the  other.  Then,  in  the  Cost  Ledger  would  appear  an  account  bearing 
the  name  of  General  Ledger  account ;  in  this  account  also,  but  on  the 
opposite  side,  would  appear  the  entries  referred  to.  These  two  accounts 
would  contain  the  same  items,  but  on  different  sides,  and  their  balances 
should,  therefore,  always  agree  in  amount.  See  Ledger  Adjustment 
Accounts. 
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The  accepted  percentage  of  factory  oncosts  would  next  be  added  to  the  Dr. 
side,  then  the  percentage  to  cover  the  general  establishment  expenses,  and 
finally  the  percentage  included  in  the  estimate  for  contingencies  and  profit. 
The  balance  on  the  account  would  then  represent  profit  beyond  the  esti- 
mated margin  or  the  amount  by  which  it  has  fallen  short  of  that  margin. 
From  the  account  it  would  be  easy  to  compare  the  actual  with  the  esti- 
mated cost,  and  thus  localise  the  difference. 

The  costing  system  should  be  kept  entirely  distinct  from  the  ordinary 
financial  books,  and  should  balance  independently ;  at  the  same  time,  each 
of  the  two  systems  should  prove  the  accuracy  of  the  other.  There  is  given, 
infra,  a  series  of  forms  illustrating  the  general  principles  of  a  system  of 
costing ;  these  principles  are  much  the  same  in  all  costing  systems,  the 
variations  to  suit  particular  trades  and  houses  are  of  particular  application, 
and  it  is  the  province  of  the  practising  accountant  to  devise  a  system 
suited  to  the  requirements  of  his  client's  business.  The  forms  are  arranged 
to  show  the  relation  of  the  various  accounts  to  each  other,  and  the  method 
of  assembling  and  balancing  the  figures. 

See  also  Stores  Books,  Wages  Books,  Comparative  Statements. 


List  of  Forms 


Form  No.  1.  Estimate  Book. 


2.  Order  Book. 

3.  Request  Form  for  Stores  required. 

4.  Stores  Ledger :  Clerk's  Report  Form. 

5.  Stores  Delivery  Note  (1). 

6.  Stores  Delivery  Note  (2). 

7.  Stores  Rejected  Note. 

8.  Stores  Requisition  Note. 

9.  Stores  Returned  Note. 

10.  Stores  Ledger  Account. 

11.  Employment  Record. 

12.  Workman's  Time  Card  (1). 

13.  Workman's  Time  Card  (2). 

14.  Workman's  Time  Card  (3)  Piece- Work. 

15.  Weekly  Time  Sheet. 

16.  Wages  Journal. 

17.  Machine  Time  Card. 

18.  Machine  Time  Summary. 

19.  Cost  Ledger  Account  (1). 

20.  Cost  Ledger  Account  (2). 

21.  Wages  Account. 

22.  Purchases  Account. 

23.  Departmental  Charges  Account. 

24.  Distributive  Charges  Account. 

25.  Manufactured  Goods  Account. 

26.  Balance  Account. 

27.  Cost  Summary. 


[Form  1. 
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Form  No.  1,  Estimate  Book 


Name. 


Price 
Quoted. 

Date 

for 

Completion. 

If 

Accepted- 
Date. 

£     8.      d. 

■ 

Order 
Book 
FoUo. 


This  book  should  contain  a  consecutive  record  of  all  estimates  issued. 
Sometimes  a  press  copy  book  only  is  used. 


Form  No. 

2,  Order  Book 

Order 
No. 

Gust. 

Name 

Est. 

Book 

Cost 

Date  for 

Date 

Date. 

Ref. 

and 

Particulars. 

Price. 

Book 

Ledger 

Com- 

de- 

No. 

Address. 

Folio. 

Folio. 

Folio. 

pletion. 

livered. 

£      8.      d. 

This  book  should  contain  a  consecutive  record  of  all  orders  received. 


Form  No.  3,  Request  Form  for  Stores  required 


The  following  stores  are  required  for  Order  No. 


(Date.) 


Quantity. 


Description. 


If  not  in  Stock,  how 
to  be  Ordered. 


Date  Ordered.  Remarks. 


Foreman. 


Columns  1  and  2  are  filled  in  by  the  foreman  from  the  specifications. 
In  column  3  the  storekeeper  indicates  which  items  are  in  stock,  and  the 
manager  completes  the  column  by  directing  how  the  remaining  items  are 
to  be  ordered. 
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Form  No.  4,  Stores  Ledger:  Clerk's  Report  Form 

(Date.) 
A  further  supply  of  the  undermentioned  stores  is  required  : — 

Stores  Ledger  Clerk. 


Description. 


Quantity 
in  Stock. 

Quantity 

ordered 

Last  Time. 

Date 
Supplied. 

From  whom 
Ordered. 


Manager's 
Directions. 


Manager's 
Initials. 


Date 
Ordered. 


I 


From  the  maoager's  directions  the  stores  orders  are  prepared. 

Form  No.  5,  Stores  Delivery  Note  (1) 

(1)  Stores  received  into  Store-Koom 
No. 
The  following  articles  have  been  received  in  good  condition  from 
{Date.) 


stores  Led. 
Folio. 

Description. 

Quantity. 

Rate. 

Amount. 

*     «.     d. 

Storekeeper. 

The  "Description"   and  "Quantity"    columns   are   filled   in   by   the 
storekeeper ;  the  other  particulars  by  the  counting-house  staff. 

Form  No.  6,  Stores  Delivery  Note  (2) 

(2)  Stores  delivered  direct  to  Department  or  Order 
No.  .  Order  or  Dept.  No. 

The  following  articles  have  been  received  in  good  condition  from  : — 

{Date.) 


Description. 


Quantity. 


Rate. 


Amount. 


£     a.     d. 


Foreman. 

This  is  filled  in  by  the  works  clerk  on  the  foreman's  instructions  so 
far  as  the  "  Description  "  and  "  Quantity  "  columns  are  concerned.  The 
prices  are  extended  in  the  counting-house. 
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Form  No.  7,  Stores  Rejected  Note 


Fo. 

• 

{Date.) 

Name. 

Description  of 
Goods. 

Quantity. 

Ratfi. 

Amount.      StoresLed. 

Order 
No. 

Why 
Rejected. 

£     8.    d. 

Form  No.  8,  Stores  Requisition  Note 
Requisition  on  Stores  foe  Order  or  Department 

Ro.  .  Order  or  Dept.  No. 

Please  deliver  to  bearer  the  following  Stores  : — 

{Date.) 


stores  Led. 
Folio. 


Description. 


Quantity. 


Bate. 


£     s. 


Received. 


Foreman. 
Workman. 


This  is  filled  in  by  the  storekeeper  at  the  request  of  the  workman  upon 
the  foreman's  signature. 

Form  No.  9,  Stores  Returned  Note 
No.  ,  Order  or  Dept.  No. 

Received  back  into  Storeroom  the  following  unused  stores  : — 
{Date.) 


stores  Led. 
Folio. 


Description. 


Quantity. 


Amount. 


£     s.     d. 


Storekeeper, 
This  form  is  printed  in  red  ink  and  issued  by  the  storekeeper. 
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Form  No.  12,  Workman's  Time  Card  (1) 

No 

Name 

Order  No 

Nature  of  Work 

Hours @ 

Amount,  <£       :         : 

This  form  of  card  is  used  where  a  workman  is  engaged  the  whole  day 
on  one  piece  of  work. 

Form  No.  13,  Workman's  Time  Card  (2) 


No 

Name 

No 

Name 

No 

Name 

No 

Name 

i  No 

■  Name 

Order  No.... 
Class  of  Work 

Order  No.... 
Class  of  Work 

Order  No.... 
Class  of  Work 

Order  No.... 
Class  of  Work 

i   Order  No.... 
1   Class  of  Work 

Hours 

Amount  .../... 

Hours 

Amount  .../... 

Hours 

Amount  .../... 

Hours 

Amount  .../... 

i   Hours 

1  Amount  .../... 

Total  Hours 

@ 

£       :        : 

This  card  is  first  agreed  with  the  workman's  time  record,  and  then 
split  up  for  dissection  purposes.  It  is  used  only  where  a  workman  is 
engaged  on  more  than  one  piece  of  work  in  the  course  of  a  day. 


Form  No.  14,  Workman's  Time  Card  (3) 

PIECE-WORK 

Workman's  No Date  issued 

Order  No 

Work  to  be  done 


I   certify   that    the    time   occupied   by   me    in    executing    the    above   work 


was. 


Workman. 


Particulars  below  not  to  be  filled  in  by  workman  : — 

Description i 

Number  of  Pieces j       Approved. 

Piece-work  rate I 


Amount 


Foreman. 


Hours 

Time  rate. 


Checked. 


Amount         <£ 
Difference 


Tim,e  Clerk. 
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Form  No.  17,  Machine  Time  Card 

Machine  iVb 


{Date.) 


Order  No. 

Hours. 

Time 
Employed. 

Rate  of 
Charge. 

Amount. 

Remarks. 

From 

To 

' 

£      s.      d. 

This  card  gives  the  record  of  one  machine  for  one  day. 


Form  No.  18,  Machine  Time  Summary 


(Date.) 


Machine  Shop  No.  ... 

... 

Machine 
No. 

Order 
No. 

Order 

No. 

Order 
No. 

Order 
No. 

Order 
No. 

Order 
No. 

Total. 

&    a.    d. 

£    s.    d. 

£    s.     d. 

^    s.    d. 

£    s.    d. 

£     8.     d. 

£    a.    d. 

This  form  should  be  ruled  with  the  necessary  columns  for  one  day's 
orders  of  one  machine  shop,  or,  if  this  should  be  too  cumbersome,  then  the 
shop  must  be  divided  into  sections. 
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Form  No.  21,  Wages  Account 


Dec. 


To  transfer  to  Manu- 
factured Goods  a/c 


£    s.     (/. 


Mar. 

June 
Sept. 
Dec. 


By  Amount  as   per 

Wages  Journal     . 

Do. 

Do. 

Do. 


£    s.    d. 


The  totals  of  the  Wages  Journal  may  be  transferred  quarterly,  monthly, 
or  weekly,  as  found  desirable. 


Form  No.  22,  Purchases  Account 


Date. 

Particulars. 

Fol. 

Amount. 

Date. 

Particulars. 

Fol. 

Amount. 

To  Stores  con- 
sumed, trans- 
ferred to  Manu- 
factured Goods 
a/c      .         .         . 

To  Stores  on  hand  . 

e/d 

£     S.     d. 

By      Stores      pur- 
chased,   less  Re- 
turns . 

By  Stores  on  hand 

b/d 

£    s.    d. 

Form  No.  23,  Departmental  Charges  Account 

Impersonal  Ledger  Fol. 
Department 


Date. 

Particulars. 

Fol. 

Amount. 

Date. 

Particulars. 

Fol. 

Amount. 

To    transferred    to 
Manufactured 
Goods  a/c   . 

£    s.     d. 

By  Debits  to  De- 
partment —  Mis- 
cellaneous   . 

By  Do.,  Order  No.  4 

M       n                    ',',          10 

„    ,.            M      17 

£    s.    d. 

The  contracts  referred  to  are  such  as  have  been  executed  wholly  or 
partly  in  this  department. 
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Form  No.  24,  Distributive  Charges  Account 

Impersonal  Ledger,  Fol. 


Date. 

Particulars. 

Fol. 

Amount. 

Date. 

Particulars. 

Fol. 

Amount. 

To  transfer  to  Manu- 

£   a.    d. 

ByDebitstoDept.A 

£    «.     d. 

factured  Goods  a/c 

„        „            „        B 

M                   »                           „                 0 

1) 

„  Order  No.    6 

10 

„        „          „        15 

&c. 

Form  No.  25,  Manufactured  Goods  Account 


Date. 


Particulars. 


To  Department  A 
B 
O 
Order  No.    6 
10 
20 
30 
Work  in  Progress 


Fol. 


c/d 


Amount. 


£    s.    d. 


Date. 


Particulars. 


By  Stores  consumed 
as  per     Purchases 

,,    Wages 

,,    Departmental 
Charges — 

Department  A . 

B. 

C. 

,,  Distributive  chgs. 


By  Work  in  Progress     b/d 


£    s.    d. 


Form  No.  26,  Balance  Account 


Stores  Ledger  a/cs — 
Iron    . 
Brass 
Screws 
&c.      . 

Uncompleted  Orders- 
Order  No.  30 
41 
50 
&c. 


£    s.    d. 


Purchases  a/c — 
Stores  on  hand    . 

Manufactured  Goods 
a/c — 
Work  in  Progress 


£    8.    d. 
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DAY   BOOK 


Credit  Note. 


Form  2,  Credit  Note  for  Empties 

{Place  and  Date),  19 


Cr.  By 

Messrs.  C.  &  D.,  Wine  Merchants, 


Oases  and  Hampers 
Jars     . 
Casks — 

Wine 

Spirit 
Bottles,  in  cases — 

Quarts  doz. 

Pints  „ 

Syphons  „ 


£    s.     d. 


Day  Book 

A  Day  Book  is  the  record  of  sales  on  credit.  Its  form  may  be  varied  to 
suit  the  particular  circumstances  of  any  business,  but  the  common  form  is 
what  is  known  as  the  Journal  ruling. 


Form  1,  Common  Ruling  of  Day  Book 


£     s.     d.  £     s.     d. 


There  are  two  cash  columns  provided  in  this  ruling ;  the  left-hand  or 
inner  column  is  for  the  details  of  the  sale,  each  separate  item  being  indi- 
vidually entered ;  the  total  of  the  sale  is  then  extended  to  the  outer 
column.  In  posting  such  an  entry  only  the  total  item  is  debited  to  the 
customer's  account  with  the  narrative,  "  To  Goods."  The  ledger  folio  of 
such  account  is  inserted  in  the  folio  column  provided  in  the  foregoing  ruling. 
The  customers'  accounts  to  be  rendered  are  usually  written  out  from  the 
Day  Book,  the  reference  folios  as  shown  in  the  ledger  being  referred  to  for 
the  details,  which  of  course  must  be  supplied  to  the  customer  in  a  retail 
business,  but  which  can  be  dispensed  with  in  a  wholesale  house.  At  the 
end  of  each  month,  or  other  suitable  period,  the  sum  of  the  total  column  in 
this  Day  Book  is  credited  to  the  Credit  Sales  account  in  the  general  or 
nominal  ledger. 


I 


DAY   BOOK 


337 


If  the  business  be  run  in  departments,  it  is  necessary  to  keep  the  sales 
for  each  department  quite  distinct.  This  is  attained  by  providing  separate 
columns  for  the  sales  belonging  to  each  department.  For  this  form  the 
posting  to  the  customers'  accounts  would  be  as  before,  but  the  totals  of 
the  various  departmental  columns  would  of  course  be  credited,  not  to  a 
general  Credit  Sales  account,  but  to  a  Departmental  Sales  account. 


Form  2,  Day  Book  for  use  in  a  Departmental  System 


(For 

"3 

Details 

Dept. 

Dept. 

Dept. 

Dept. 

Total. 

^ 

when 

A, 

B. 

C. 

D. 

required.) 

£  s.  d. 

£  s.d. 

£   8.d. 

£  s,  d. 

£  s.d. 

£  s.d. 

Where  the  nature  of  the  business  entails  the  issue  and  return  of  jars, 
cases,  or  other  packages,  it  is  most  desirable  to  keep  these  quite  distinct 
from  the  goods  by  extending  them  to  a  separate  column.  The  total  of  the 
goods  column  will  be  credited  to  the  Credit  Sales  account,  while  the  total 
of  the  cases  column  will  be  credited  to  the  Cases  account. 


Form  3,  Day  Book  for  Separation  of  Returnable  Cases 


(Details.) 


£    s.  d. 


Goods. 


£    8.  d. 


£    s.  d. 


For  a  wine  merchant's  business  it  is  often  advisable  to  keep  a  check 
upon  the  stock-in-trade,  and  it  therefore  becomes  necessary  to  note  in  the 
Day  Book  the  quantities  sold  as  well  as  the  money  value  of  the  sale.  The 
necessary  columns  can  be  added  to  Form  3,  either  on  the  left-hand  side 
before  the  date  column,  or  just  before  the  folio  column. 

There  are  in  daily  use  certain  forms  of  Day  Book  which  are  special  to 
particular  classes  of  businesses.  An  outstanding  instance  of  this  is  a  Hotel 
Day  Book  in  which  it  is  the  practice  to  keep  all  the  various  charges  incurred 
by  a  visitor  distinct,  so  as  to  show  the  gross  income  from  each  head  of  the 
business.  The  following  is  one  of  the  most  commonly  used  forms,  although 
minor  modifications  may  be  introduced  here  and  there  to  meet  special 
requirements : — 
22 
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DEBIT    NOTE 


Form  6,  Day  Book  with  Column  for  Daily  Cash  Sales 


(Details.) 


£    s.    d. 


Credit. 


£     s. 


Cash. 


£     s.     d. 


The  Dr.  entries  for  the  items  in  the  credit  sales  column  are  made  in  the 
purchasing  customer's  account,  and  his  ledger  folio  appears  in  the  folio 
column.  The  Dr.  entries  for  the  cash  sales,  however,  appear  in  the  Cash 
Book,  and  therefore,  instead  of  a  posting  foHo,  the  initials  "C.  B."  are 
given,  supplemented,  if  desired,  by  the  folio. 

Debenture.     See  Companies. 


Debit  Note 

In  a  general  sense  an  invoice  is  a  Debit  Note,  as  it  is  an  advice  of  an 
amount  placed  to  the  debit  of  the  receiver  ;  but,  strictly  speaking,  the  term 
should  only  be  applied  to  the  note  of  advice  sent  to  the  receiver  of  returned 
goods.  A.  buys  goods  from  B.,  and  as  the  goods  are  defective  in  some 
particular,  A.  returns  them  to  B.  A.  would  advise  B.  formally  of  the  return 
by  sending  him  a  Debit  Note  for  the  amount  of  the  goods,  and  B.  on 
receipt  of  the  goods  would  send  to  A.  a  Credit  Note  containing  the  same 
particulars.  A  Debit  Note  then  would  invariably  be  transmitted  by  the 
sender  to  the  receiver  of  returned  goods,  or  returned  empties,  or  even  in 
respect  of  some  allowance  claimed  for  short  weight,  damage  in  transit,  &c. ; 
and  the  receiver  would  transmit  to  the  sender  a  Credit  Note  in  identical 
terms.  Clearly,  if  B.  is  advised  by  A.  that  an  amount  has  been  placed  to 
his  debit  in  A.'s  books,  and  he  allows  the  amount  so  debited  to  himself, 
then  he  must  credit  A.'s  account  in  his  books,  and  he  should  advise  A.  of 
such  item  having  been  passed  to  his  credit.  A  Debit  Note  then  would 
only  pass  between  the  parties  under  such  circumstances  as  involve  the 
transmission  also  of  a  Credit  Note,  one  indeed  being  the  counterpart  of  the  ^ 
other.  ^ 

The  form  of  the  Debit  Note  is  similar  to  the  invoice,  but  it  should  bear 
its  own  distinctive  title  and  be  printed  in  a  different  colour,  frequently  in 
blue,  the  Credit  Note  being  red. 


Debit  Note 
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{Place  and  Date.) 


Dr,  to 
The  Northern  Traders,  Limited 


Folio. 

* 

No. 

General  Description. 

Weight. 

Rate. 

Amount. 

T. 

C. 

Q. 

L. 

£     8.     d. 

Deed  of  Arrangement.    See  Arrangement,  Deed  of. 

Deeds,  Execution  of 

A  Deed  {factum)  is  defined  by  Spelman  as:  Scriptum  solemne  quo 
fimiatur  donum,  concessio,  pactum,  contractus  et  hujus-modi  (a  formal 
writing  legally  evidencing  a  gift,  grant,  bargain,  contract,  or  the  like).  Coke 
says  that  the  requisites  are  writing,  parchment  or  paper,  capacity  for  legal 
acts  in  every  party  to  it,  a  sufficient  name  for  every  party  to  it,  a  legal 
subject-matter,  apt  words,  sealing  and  delivery.  It  will  be  observed  that 
signing  is  not  considered  essential,  but  in  practice  no  party  to  a  deed  will 
omit  to  append  his  signature.  As  to  the  material  written  upon,  it  has 
been  laid  down  that  it  must  not  be  wood,  leather,  cloth,  or  other  substance 
which  will  admit  of  ccrruption  of  the  writing  without  leaving  traces  thereof. 
The  words  should  as  far  as  possible  follow  set  forms,  and  be  expressed  in 
more  or  less  technical  language.  Clear  and  concise  expression  of  the 
intention  of  the  parties  is  the  great  matter  to  be  aimed  at,  and  unnecessary 
words  and  phrases  and  enunciation  of  what  the  law  itself  implies  are  to 
be  avoided.  The  deed  itself  must  not  offend  against  any  rule  of  law.  As 
to  sealing,  any  kind  of  seal  embossed  or  affixed  will  do,  but  merely  a  circle 
with  the  magic  letters  "  L.s."  within  it  is  not  considered  sufficient.  Delivery 
completes  the  execution  of  the  writing ;  this  may  be  actual  by  handing 
over,  or  constructive  as  when,  to  use  Coke's  words,  "  the  writing  sealed 
lyeth  upon  the  table,  and  the  feoffor  or  obligor  saith  to  the  feoffee  or 
obligee,  *  Goe  and  take  up  the  said  writing,  it  is  sufficient  for  you,'  or  '  It 
will  serve  the  turne,'  or  *  Take  it  as  my  "deed,'  or  the  like  words."  In 
practice  actual  delivery,  with  the  words,  "  I  deliver  this  as  my  act  and  deed," 
should  be  the  method  adopted.  A  deed  delivered  to  one  not  a  party  to  it 
to  take  effect  upon  a  condition  being  satisfied,  is  called  an  escrow  {e.g.,  a 
conveyance  delivered  to  a  solicitor  to  be  handed  over  on  payment  of  the 
purchase  money).  Attestation  by  witnesses  is  at  common  law  not  necessary 
to  validity,  but  one  witness  at  the  least  should  always  sign,  adding  his 
address  and  quality  or  description.  Care  should  be  taken  in  cases  where, 
by  statute,  two  witnesses  or  other  special  form  of  attestation  is  compulsory 
to  follow  out  these  requirements. 

Deeds  are  distinguished  as  deed  polls  and  indentures.     The  former 
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class  includes  all  deeds  executed  by  persons  of  one  part — e.g.^  powers  of 
attorney ;  they  are  so  called  because  in  former  times  polled  or  cut  even  at 
the  head.  The  latter  class  includes  all  deeds  executed  by  persons  of  more 
than  one  part — e.g.,  an  indenture  of  mortgage;  they  are  so  called  because 
in  former  times  the  tops  thereof  were  indented  and  cut.  A  deed  poll  is 
addressed  to  all  the  world,  while  under  an  indenture  no  person  can  take 
a  benefit  or  interest  unless  made  a  party  to  it. 

Want  of  consideration  does  not  render  a  deed  void.  But  by  the  Stamp 
Act,  1891,  54  &  55  Vict.  c.  39,  s.  5,  a  £10  penalty  is  incurred  by  any  one 
who,  with  intent  to  defraud,  does  not  truly  and  fully  set  forth  all  the  facts 
and  circumstances  affecting  the  liability  of  the  instrument  to  or  the  amount 
of  ad  valorem  duty  chargeable.  Also,  a  deed  without  consideration  is 
liable  to  be  deemed  a  voluntary  conveyance  within  13  Eliz.  (1571),  c.  5, 
the  Bankruptcy  Act,  1883,  46  &  47  Vict.  c.  52,  s.  47,  &c.  Erasures  and 
interlineations  should  be  initialled  before  execution  of  the  instrument  by 
both  the  parties  and  the  witnesses,  and  should  also  be  noticed  in  the 
attestation  clause ;  the  alterations  should  be  made  not  by  scraping  with  a 
pen -knife,  or  other  destructive  agent,  but  by  drawing  the  pen  through  the 
words  desired  to  be  deleted,  leaving  such  words  still  legible.  No  deed 
ought  ever  to  be  signed  without  being  first  carefully  perused,  so  that  the 
real  effect  is  understood.  Execution  by  several  parties  should  be  at  one 
time,  and  in  the  presence  of  one  another.  By  sec.  8  of  the  Conveyancing 
and  Law  of  Property  Act,  1881,  44  &  45  Vict.  c.  41,  however,  on  a  sale, 
the  purchaser  is  not  entitled  to  require  that  the  conveyance  to  him  be 
executed  in  his  presence,  or  in  that  of  his  solicitor,  but  he  is  entitled  to 
have,  at  his  own  cost,  the  execution  of  the  conveyance  attested  by  some 
person  appointed  by  him.  If  a  deed  is  executed  under  a  power  of  attorney, 
the  power  should  be  produced,  with  proof  of  the  donor  thereof  being  alive ; 
by  sec.  46  of  the  Act  last  cited,  the  donee  may  execute  the  deed  in  and  with 
his  own  name  and  signature,  and  his  own  seal,  hy  the  authority  of  the 
donor  of  the  power.  A  power  of  appointment  by  deed  is  validly  executed 
if  attested  by  two  or  more  witnesses,  in  the  manner  in  which  deeds  are 
ordinarily  executed  and  attested,  notwithstanding  that  it  may  have  been 
expressly  required  that  a  deed  made  in  exercise  of  such  power  should  be 
executed  or  attested  with  some  additional  or  other  form  of  execution  or 
attestation  or  solemnity  (Law  of  Property  and  Trustees  Relief  Amendment 
Act,  1859,  22  &  23  Vict.  c.  35,  s.  12).  As  evidence  of  due  execution  of  a 
deed  mere  production  of  it  is  generally  sufficient ;  strictly  speaking,  how- 
ever, proof  by  the  attesting  witness  can  be  required.  Deeds  thirty  years 
old  prove  themselves,  except  as  to  alterations,  if  they  have  been  held  con- 
sistently with  their  tenor,  and  come  from  the  proper  party.  Registration 
must  be  attended  to  where  required :  in  the  city  and  county  of  London, 
under  Orders  in  Council,  issued  in  furtherance  of  the  provisions  of  the  Land 
Transfer  Act,  1897,  60  &  61  Vict.  c.  65,  s.  20;  in  Middlesex,  under  the  pro- 
visions of  7  Anne  (1708),  c.  20 ;  and  in  Yorkshire,  under  the  provisions  of 
47  &  48  Vict.  (1884),  c.  54,  48  &  49  Vict.  (1885),  c.  26,  and  51  &  52  Vict. 
(1888),  c.  41,  s.  46  (4). 

The  stamp  duties  payable  in  respect  of  deeds  will  be  found  in  the 
Stamp  Act,  1891,  ut  supra.  The  following  provisions  as  to  stamping  are 
important : — (a)  An  instrument  containing  or  relating  to  several  distinct 
matters  is  separately  and  distinctly  charged  in  respect  of  each  of  the 
matters  (s.  4) ;  (h)  all  facts  and  circumstances  affecting  the  liability  of  an 
instrument  to  duty  are  to  be  fully  and  truly  set  forth  in  the  instrument 
(s.  5) ;  (c)  adhesive  stamps  to  the  amount  of  two  shillings  and  sixpence 
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may  be  used  in  the  case  of  instruments,  the  duties  on  which  are  required 
or  permitted  by  law  to  be  so  denoted,  but  such  stamps  must  be  cancelled 
by  writing  on  or  across  them  one's  name  or  initials,  with  the  true  date  of 
the  writing  (ss.  7  and  8);  (d)  if  an  instrument  chargeable  with  duty 
is  produced  as  evidence  in  legal  proceedings,  insufficiently  stamped  or 
unstamped,  notice  is  to  be  taken  by  the  judge,  arbitrator,  or  referee  of  the 
insufficiency  or  omission,  and  unless  such  insufficiency  or  omission  can  be 
rectified  as  after-mentioned,  the  instrument  is  not,  except  in  criminal 
proceedings,  to  be  accepted  in  evidence  or  made  available  for  any  purpose 
whatever  (s.  14) ;  and  (e)  instruments  chargeable  with  duty,  but  insuffi- 
ciently stamped  or  unstamped,  may  be  stamped  after  the  execution  thereof 
on  payment  of  the  unpaid  duty  and  a  penalty  of  £10,  and  where  the  unpaid 
duty  exceeds  £10,  further,  of  interest  on  such  duty  at  the  rate  of  5  per  cent, 
per  annum  from  the  dates  of  execution  of  the  instruments  respectively,  but 
the  penalty  will  not  be  exacted  if  an  instrument  subject  to  ad  valorem  duty 
is  produced  for  the  purpose  of  being  stamped  within  thirty  days  of  execu- 
tion (s.  15). 

Form  1,  Commencement  of  Deed  Poll 
To  ALL  to  whom  these  presents  shall  come  greeting  : 
Whereas  I,  A.  B.,  of  (a)  &c.,  Now  know  ye,  &c.  ; 

Or  (if  without  recitals)  : — 
Know  all  men  by  these  presents,  that  I,  A.  B.,  of  hereby 

appoint,  kic. 

(a)  The  names  of  the  grantors  and  other  parties  whose  intentions  are  expressed 
should,  in  every  deed,  whether  deed  poll  or  indenture,  be  accurately  stated.  Besides 
the  names,  to  avoid  confusion,  the  "additions" — i.e.,  addresses  and  qualities  or  descrip- 
tions— should  appear.  If  a  party  resides  in  the  country,  he  will  generally  be  sufficiently 
described  as    "  of  the  parish  of  ,  in  the  county  of  ; "  if  he 

resides  in  town,  he  may  be  described  as  "  of  No.  Street,  in  the  parish  of 

,in  the  city  (or  county)  of  London."  If  the  address  in  a  document  of 
title  or  certificate  or  the  like,  referred  to  in  the  deed,  is  different  from  the  present 
address,  then  both  addresses  should  be  given,  thus:  "formerly  of  ,  and 

now    of  ."    Care  should  be   taken  with  names  of   reputation— e.gr.,   in 

the  case  of  a  divorced  woman :  "  A.  B.,  lately  A.  C,"  or  in  the  case  of  a  change  of 
name,  "A.  B.,  whose  baptismal  name  was  C.  D.,"  or  "A.  B.  (the  baptismal  name), 
now  commonly  known  as  C.  D."  An_  interpretation  name — e.g.,  "  hereinafter  called 
the  vendor,"  or  "  Jie  purchaser,"  or  "  the  mortgagor,"  &c. — may  be  given  in  long  deeds, 
if  words  are  thereby  saved.  If  the  deed  is  endorsed  on  another  deed,  the  party  may  be 
described  as  "  the  within  named  A.  B."  without  additions,  while  the  principal  deed 
maybe  described  as  "the  within  written  indenture."  As  to  the  order  of  stating  the 
names  of  the  parties,  those  who  are  granting  the  right  or  interest  ought  to  come  first, 
then  the  others  interested  in  or  assenting  to  the  grant,  and  lastly  the  grantee  and  others 
interested  in  him — e.g.,  on  a  transfer  of  a  first  mortgage,  the  first  mortgagee  first,  the 
second  mortgagees  and  others  interested  in  the  incumbrance  second,  the  mortgagor  as 
assenting  third,  the  grantee  fourth  and  last  of  all  trustees,  inserted  for  the  grantee's 
interest.  Whilst  names  should  always  be  accurately  included,  it  may  be  observed  that 
by  the  Eeal  Property  Act  1845,  8  &  9  Vict.  c.  106,  s.  5,  under  any  indenture 
executed  after  1st  October  1845,  an  immediate  estate  or  interest  in  any  hereditaments, 
and  the  benefit  of  a  condition  or  covenant  respecting  any  hereditaments  may  be  taken, 
notwithstanding  that  the  taker  thereof  be  not  named  a  party  to  the  indenture.  It  will 
be  observed  that  while  in  the  case  of  an  indenture  the  date  appears  at  the  beginning, 
there  is  no  date  at  the  beginning  of  a  deed  poll.  The  date  in  the  latter  case  is  inserted 
in  the  testimonium  clause  at  the  end.  In  neither  case,  having  regard  to  the  fact  that 
a  deed  operates  from  delivery,  is  the  actual  date  stated  of  material  consequence. 
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Form  2,  Commencement  of  Indenture 
This  indenture  made  the  day  of  ,  between  A.  B.  of 

,  C.  D.  of  ,  executors  of  the  will,  dated  the 

day  of  and  proved  in  the  Registry  of  Probate  on  the 

day  of  ,  of  the  within-named  X.Y.,  of  the  one  part, 

and  E.  F.  of  of  the  other  part  {see  Note  (a),  p.  343).     Whereas,  &c. 

Or, 
This  Indenture  made,  &c.,  between  A.  B.  of  of  the  first  part,  C.  D. 

of  of   the  second  part,  and   E.  F.   of  and  G.   H.  of 

(hereinafter  called  the  trustees)  of  the  third  part.     Whereas,  &c. 

Form  3,  Specimen  Recitals  (a) 

(1.)  Whereas  by  an  indenture  dated,  &c.,  and  expressed  to  be  made  between 

and  the  hereditaments  hereby  granted  were  assured 

to  the  use  of  the  said  A.  B.,  his  heirs  and  assigns  for  ever,  and  the  said  A.  B.  has 

agreed  to  sell  the  same  to  the  said  0.  D.  for  the  sum  of  £        ;  Now  this 

Indenture  Witnesseth,  &c. 

Or, 

Whereas  the  said  A.  B.  is  seised  of  the  hereditaments  hereby  granted  for  an 
estate  of  inheritance  in  fee  simple  in  possession  free  from  incumbrances,  and  he 
has  agreed  to  sell  the  same  to  the  said  C.  D.  for  the  sum  of  £  ;  Now  this 
Indenture  Witnesseth,  &c. 

(2.)  Whereas  the  said  A.  B.  is  seised  in  fee  simple  of  the  hereditaments 
hereinafter  granted ;  And  whereas  the  said  A.  B.  has  agreed  with  the  said 
C.  D.  for  the  sale  to  him  of  the  said  hereditaments  in  fee  simple  in  possession 
free  from  incumbrances  for  the  sum  of  £  ;  Now  this  Indenture  Witnesseth, 
«fec. 

Or, 

Whereas  by  an  indenture,  dated,  &c.,  and  expressed  to  be  made  between  the 
said  C.  D.,  of  the  one  part,  and  the  said  A.  B.,  of  the  other  part,  in  consideration 

(a)  Recitals  are  not  a  necessary  part  of  a  deed,  and  may  in  simple  cases,  where  the 
interest  of  the  grantor  is  otherwise  made  clear,  be  omitted.  In  case  of  discrepancy 
between  the  recitals  and  the  operative  part  of  a  deed,  the  latter,  if  clear  and  unambigu- 
ous, prevails.  Recitals  are  narrative  or  introductory  ;  narrative  recitals  show  the 
nature  of  the  interest  dealt  with  and  the  different  dealings  with  such  interest — e.g.  that 
the  grantor  is  seised  in  fee,  while  introductory  recitals  show  what  it  is  intended  to  do 
by  the  deed.  Specimen  No.  1  is  what  is  called  a  "  general "  recital ;  the  first  of  a  series 
of  narrative  recitals  will  usually  be  general  unless  it  recites  a  will,  lease,  mortgage 
deed,  &c.  All  recitals  should  be  concise,  giving  the  effect  only  of  the  deeds  and  circum- 
stances on  which  the  existing  state  of  the  title  is  dependent,  but  at  the  same  time  they 
should  be  intelligible  and  accurate.  The  Vendor  and  Purchaser  Act  1874,  37  &  38 
Vict.  c.  78,  s.  2,  provides  that  on  a  contract  for  the  sale  of  land,  recitals,  statements 
and  descriptions  of  facts,  matters  and  parties  contained  in  deeds,  instruments,  Acts  of 
Parliament  or  statutory  declarations  twenty  years  old  at  the  date  of  the  contract  shall, 
unless  proved  to  be  inaccurate,  be  taken  to  be  sufficient  evidence  of  the  truth  of  the 
matters  stated.  Again,  if  a  formal  recital  has  been  acted  upon,  the  doctrine  of  estoppel 
prevents  other  evidence  being  brought  forward  by  the  party  who  averred  it  to  con- 
tradict it.  As  to  order,  recitals  will  best  succeed  one  another  in  chronological  order ; 
what  is  wanted  is  to  show  the  logical  sequence  up  to  the  main  act. 
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of  £j  by  the  said  A.  B.  paid  to  the  said  C.  D.,  the  said  C.  D.  did  assure 

the  hereditaments  hereinafter  granted  to  the  use  of  the  said  A.  B.,  his  heirs  and 
assigns,  subject  to  a  proviso  in  the  indenture  now  recited  for  redemption  of  the 
said  hereditaments  on  payment  by  the  said  C.  D.,  his  heirs,  executors,  adminis- 
trators, or  assigns  unto  the  said  A.  B.,  his  executors,  administrators,  or  assigns,  of 
the  sum  of  £  with  interest  for  the  same  after  the  rate  therein  mentioned 

on  the  day  thereby  appointed ;  And  whereas  the  said  C.  D.  has  agreed  with  the 
said  E.  F.  for  the  sale  to  him  of  the  said  hereditaments  in  fee  simple  in  possession, 
free  from  incumbrances,  for  the  sum  of  £,  ;  And  whereas  the  said  sum 

of  £  is  still  owing  to  the  said  A.  B.,  but  all  interest  for  the  same  has 

been  punctually  paid  down  to  the  date  hereof,  and  it  has  been  agreed  that  the 
sum  of  &  ,  part  of  the  said  purchase  money,  shall  be  paid  to  the  said 

A.  B.  towards  discharge  of  the  said  mortgage  debt,  and  that  he  shall  join  in  these 
presents  in  manner  hereinafter  appearing ;  Now  this  Indenture  witnesseth,  <fec. 

Or, 
Whereas   by  an   indenture  of   lease,   dated,   &c.,   and   expressed   to  be   made 
between,  &c.,  all  that,  &c.  (parcels),  with  the  appurtenances,  were  demised  to  the 
said  G.  H.,  his  executors,  administrators,  and  assigns,  for  the  term  of 
years,  from  the  day  of  ,  at  the  yearly  rent  of  £  ,  and 

subject  to  covenants  by  the  lessee  and  conditions  therein  contained;  And 
WHEREAS  the  said  G.  H.  was  on  the  day  of  adjudged  a  bankrupt 

by  the  High  Court  of  Justice,  and  on  the  day  of  the  said  A.  B., 

C.  D.,  and  E.  F.  were  duly  appointed  trustees  of  the  property  of  the  said  G.  H., 
and  their  appointment  was  certified  by  the  Board  of  Trade;  And  whereas  the 
said  A.  B,,  C.  D.,  and  E.  F.,  as  trustees  aforesaid,  have  agreed  to  sell  the  premises 
comprised  in  the  hereinbefore  recited  indenture  of  lease  to  the  said  J.  K.  for  the 
residue  of  the  said  term  of  years,  at  the  price  of  £  ,  and  the  said 

G.  H.  has  agreed  to  join  in  these  presents  in  manner  hereinafter  appearing;  Now 
this  Indenture  witnesseth,  &c. 

Form  4,  Clause  containing  Consideration  and  Operative  Words 

Now  this  Indenture  witnesseth  that  in  pursuance  of  the  said  agreement, 
and  in  consideration  of  £  (a)  to  the  said  A.  B.  this  day  paid  by  the  said 

C.  D.  (the  receipt  whereof  the  said  A.  B.  doth  hereby  acknowledge  (6) ),  He,  the 
said  A.  B.,  as  Beneficial  Owner (c),  doth  hereby  grant  (c?)  unto  the  said  C.  D,, 

(a)  Consideration.     See  preliminary  note,  p.  342. 

(6)  Eeceipt.  Acknowledgment  thus  in  the  body  of  deed  obviates  the  necessity  of  an 
endorsement  on  the  back  of  the  deed. 

(c)  As  Beneficial  Owner.  By  the  Conveyancing  and  Law  of  Property  Act  1881, 
ut  supra,  s.  7,  in  a  conveyance  for  value  or  on  a  mortgage,  these  words  imply  the  right 
to  convey,  quiet  enjoyment,  freedom  from  incumbrance  and  further  assurance ;  in  a 
conveyance  of  leasehold  for  value,  or  on  a  mortgage  of  leasehold,  they  imply,  in  addition 
to  the  rights  just  mentioned,  validity  of  the  lease,  and  in  the  latter  case  also  payment  of 
rent  and  performance  of  covenants ;  and  similarly,  in  a  conveyance  by  way  of  settle- 
ment, the  words  "as  settlor"  imply  a  covenant  for  further  assurance,  and  in  any  convey- 
ance the  words  "  as  trustee,"  or  "  mortgagee,"  or  "  personal  representative  of  a  deceased 
person,"  or  "  as  committee  of  a  lunatic,"  imply  a  covenant  against  incumbrances  on  the 
part  of  such  person. 

(d)  Operative  words.  These  are  the  words  which  constitute  the  act  of  conveyance, 
appointment,  &c.  It  is  best  to  keep  to  the  well-recognised  words,  such  as  appoint, 
assign,  bargain  and  sell,  bequeath,  confirm,  convey,  demise,  grant,  release,  surrender,  &c. 
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his  heirs  and  assigns,  all  those  (  (a)  )  and  hereditaments  situate  in  the 

parish  of  ,  in  the  county  of  ,   delineated  on  the  plan  in  the 

margin  of  these  presents,  and  specified  in  the  schedule  hereto ;  To  hold,  &c. 

Or, 

Now  THIS  Indenture  witnesseth  that  in  pursuance  of  the  said  agreements 
in  this  behalf,  and  in  consideration  of  £  to  the  said  C.  D.  this  day  paid 

by  the  said  E.  F.  at  the  request  of  the  said  A.  B.  (the  receipt  whereof  the  said 
C.  D.  doth  hereby  acknowledge),  and  of  £  to  the  said  A.  B.  this  day 

paid  by  the  said  E.  F.  (the  payment  and  receipt  respectively  of  which  said  sums 
of  £  and   £  ,  making   together  the  said   purchase   money  of 

£  ,  the  said  A.  B.  doth  hereby  acknowledge).  He,  the  said  C.  D.,  as 

mortgagee,  by  the  direction  of  the  said  A.  B.,  doth  hereby  grant,  and  he,  the  said 
A.  B.,  as  Beneficial  Owner,  doth  hereby  grant  and  confirm  to  the  said  E.  F. 
and  his  heirs  all  and  singular  (parcels),  (kc. ;  To  hold,  &c. 

Or, 

Now  this  Indenture  witnesseth  that  they,  the  said  A.  B.  and  C.  D.,  in 
exercise  of  the  power  vested  for  this  purpose  in  them,  as  the  surviving  trustees  of 
the  hereinbefore  recited  will,  and  of  every  other  power  enabling  them  thus  to  act, 
do  hereby  appoint  the  said  G.  H.  to  be  a  trustee  of  the  said  will  of  the  said 
X.  Y.  in  the  place  of  the  said  E.  F.;  And  this  Indenture  also  witnesseth 
that  in  pursuance  of  the  appointment  hereinbefore  made,  they,  the  said  A.  B.  and 
C.  D.,  AS  Trustees,  do  hereby  grant  unto  the  said  G.  H.  and  his  heirs  all  the 
said  real  estate  devised  by  the  said  will  as  aforesaid,  and  now  vested  in  the  said 
A.  B.  and  0.  D. ;  To  hold,  &c. 


Form  5,  Habendum  (b) 

To  hold  the  premises  unto  and  to  the  use  of  the  said  C.  D.,  his  heirs  and 
assigns,  subject  to  a  lease  thereof  made  by  an  indenture,  dated,  &c. ;  In  witness 
whereof,  &c. 

Form  6,  Testimonium  Clause  (c) 

For  Deed  Poll:— 

In  witness  whereof,  the  said  A.  B.  hath  hereunto  set  his  hand  and  seal 
this  day  of  , 

(a)  Parcels.  If  houses  or  other  buildings  have  been  erected  since  the  date  of  a 
recited  indenture  from  which  the  parcels  are  taken,  they  should  be  mentioned — e.g., 
"  together  with  all  those  messuages  and  buildings  which  have  been  erected  on  the  said 
land  since  the  date  of  the  said  indenture,"  &c.  Sometimes,  in  addition  to  refer- 
ence to  a  map  or  plan,  or  instead  thereof,  the  extent  of  the  premises  may  be 
stated — e.g.,  "all  that  farm  known  as  ,  &c.,  and  containing  acres  or 

thereabouts,"  &c. 

(6)  The  habendum  clause  contains  and  declares  the  limitation  to  the  grant.  If  there 
are  other  provisoes,  covenants,  &c.,  to  be  incorporated,  they  will  follow  this  clause. 

(c)  Any  schedules  will  follow  after  the  signatures  of  parties,  and  should  themselves 
be  signed. 
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Or, 

For  Indenture : — 

In  witness  whereof,  the  parties  hereto  have  hereunto  set  their  respective 
hands  and  seals. 

Signed,  sealed,  and  delivered  by  the  said  A.  B.  A.  B.  (^■^■J 

in  the  presence  of 

E.  F.  (Signature  and  additions  of  witness.) 

Signed,  sealed,  and  delivered  by  the  said  C.  D.  C.  D.  ^l.s.  j 

in  the  presence  of 

G.  H.  {Signature  and  additions  of  witness.) 

Or, 

In  the  case  of  a  Joint-Stock  Company  : — 

Given  under  the  seal  of  the  Company  this  day  of 

[Signed   by   two   Directors  and  the   Secretary,   and   sealed   with   the 
Company's  seal.] 


Form  7,  Declaration  by  Attesting  Witness  to  Power  of  Attorney  for 
use  in  the  Colonies  («) 

I,  C.  D.,  of  ,  do  solemnly  and  sincerely  declare,  that  I,  and  also 

E.  F.,  of  ,  were  present  together  on  the  day  of  , 

and  then  saw  A.   B.,  of  ,  the  grantor  of  the   power  or  letter  of 

attorney  hereunto  annexed,  and  marked  with  the  letter  A,  duly  sign,  seal,  and 
as  his  act  and  deed,  deliver  the  said  power  of  attorney  ;  and  that  the  name  A.  B. 
subscribed  to  the  said  power  or  letter  of  attorney,  as  the  signature  of  the  person 
executing  the  same,  is  of  the  handwriting  of  the  said  A.  B.  ;  and  that  the  names 
C.  D.  and  E.  F.  subscribed  thereto  as  the  signatures  of  the  witnesses  attesting 
the  execution  thereof  are  of  the  respective  handwritings  of  me,  the  declarant,  and 
of  the  said  E.  F. ;  And  I  make  this  declaration,  conscientiously  believing  the 
same  to  be  true  and  by  virtue  of  the  provisions  of  the  Statutory  Declarations 
Act,  1835. 

Declared  at  ,  in  the  city  of  ,  this  day 

of  before  me,  X.  Y.,  Mayor. 

C.  D. 

Form  8,  Verification  Relative  to  last  Preceding  Form 

To  ALL  TO  WHOM  thcse  presents  shall  come,  I,  X.  Y.,  Mayor  of  the  city 
of  ,  in  pursuance  of  an  Act  of  Parliament  made  and  passed  in  the 

fifth  year  of  the  reign  of  His  late  Majesty  King  George  the  Second,  intituled 

(a)  In  some  cases  the  attestation  of  a  deed  has  to  be  in  special  form — e.g.,  powers 
of  attorney  for  use  in  Australia  and  in  most  of  the  other  British  Colonies,  require  two 
witnesses  to  the  signature  of  the  grantor,  or  of  each  of  the  grantors,  one  of  which 
witnesses  must  depose  in  form  similar  to  this,  to  the  due  execution  of  the  instrument, 
before  a  notary  public  having  general  jurisdiction,  or  before  a  mayor,  provost,  or 
other  acting  chief  magistrate.  Such  notary  public,  mayor,  &c.,  signs  a  verification, 
as  in  Form  8. 
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"  An  Act  for  the  more  easy  Recovery  of  Debts  in  His  Majesty's  Plantations  and 
Colonies  in  America,"  and  of  the  Statutory  Declarations  Act,  1835,  do  hereby 
CERTiFr,  that,  on  the  date  of  the  day  hereof,  personally  came  and  appeared  before 
me,  C.  D.,  of  ,  named  in  the  declaration  hereunto  annexed,  being 

a  person  well  known,  and  worthy  of  good  credit,  and  by  declaration  then  made 
before  me,  did  solemnly  and  sincerely  declare  to  be  true  the  several  matters  and 
things  mentioned  and  contained  in  the  said  declaration  hereunto  annexed. 

In  faith  and  testimony  whereof,  I,  the  said  X.  Y.,  have  caused  the  seal 
of  Mayoralty  of  the  said  city  of  ,  to  be  hereunto  put  and 

©affixed,  and  the  power  or  letter  of  attorney  mentioned  and  referred  to 
in  the  said  declaration  to  be  hereunto  also  annexed,  dated  at  , 

the  day  of 

X.  Y.,  Mayor. 

John  R.  M'Ilraith. 
Deeds,  Execution  of  (Scotland) 

Speaking  generally,  deeds,  in  order  to  be  completely  effectual  according 
to  the  law  of  Scotland  must  be  subscribed  on  each  page  by  the  grantors 
thereof  with  their  usual  signatures,  and  such  subscription  attested  by  two 
witnesses  above  the  age  of  fourteen  years.  The  witnesses  require  to  sign 
as  such  on  the  last  page,  and  their  designations,  sufficient  to  distinguish 
them  from  all  other  persons,  require  to  appear  on  the  deed.  Formerly  it 
was  essential  that  these  designations  be  inserted  in  the  testing  clause, 
above  the  signatures  to  the  deed,  but  it  is  now  sufficient  if  the  designa- 
tions follow  the  witnesses'  signatures,  and  such  designations  need  not  be 
written  by  the  witnesses  themselves,  but  may  be  added  at  any  time  by 
any  person  before  the  deed  is  recorded  for  preservation,  or  is  founded  on 
in  any  Court.  The  witnesses  must  either  see  the  grantor  sign,  or  hear  or 
see  him  acknowledge  his  signature. 

Any  person  who  has  seen  the  deed  executed  may  sign  it  as  a  witness, 
although  he  may  not  have  been  present  in  that  capacity,  and  even  after  a 
considerable  interval  of  time.  If,  however,  the  witnesses  have  not  actually 
seen  the  deed  executed,  but  only  heard  the  signatures  acknowledged,  they 
should  sign  the  deed  at  the  time,  although  not  necessarily  in  the  grantor's 
presence  {Thomson,  20  R.  59). 

A  testing  clause  may  be  filled  up  at  any  time  (even  after  the  lapse  of 
years)  before  the  deed  is  recorded  or  founded  on  in  Court. 

While  this  latitude  is  allowed,  the  only  correct  practice  is  for  the 
witnesses  to  sign  the  deed  at  the  time  it  is  executed,  and  for  the  testing 
clause  to  be  filled  up  as  soon  as  possible  thereafter. 

It  was  formerly  essential  that  the  testing  clause  should  contain  the 
name  and  designation  of  the  writer  of  the  deed  (or,  as  regards  deeds  partly 
printed,  from  1858  to  1868,  the  name  and  designation  of  the  writer  of  the 
written  parts  of  the  testing  clause  as  well  as  the  deed),  a  specification  of 
the  number  of  pages,  and  the  designations  of  the  witnesses.  In  addition 
to  these  particulars,  it  was  the  invariable,  and  is  still  the  usual,  practice  to 
insert  in  the  testing  clause  the  place  and  date  of  signing  and  the  full 
names  of  the  witnesses,  and  a  declaration  specifying  any  words  interlined, 
deleted,  written  on  erasures,  or  on  the  margin,  or  otherwise  than  in  perfect 
order.  These  additional  particulars  never  had  any  statutory  or  other  legal 
sanction  beyond  the  sanction  of  practice,  and  as  regards  the  declaration  relat- 
ing to  alterations,  additions,  or  other  imperfections  in  the  writing  of  the  deed, 
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practice  has  sometimes  gone  far  beyond  what  the  Courts  will  sanction.  In 
view  of  the  decision  of  the  House  of  Lords  in  the  case  of  the  Assets  Com- 
pany V.  Blair  (23  K  (H.L.),  36),  no  imperfection  in  the  writing  of  a  deed 
should  be  relied  upon  if  the  authentication  thereof  rests  solely  upon  a 
declaration  in  the  testing  clause.  There  it  was  held  that  stipulations  in 
the  testing  clause  were  ineffectual  to  contradict  or  modify  what  was  con- 
tained in  the  body  of  the  deed.  While  the  decision  does  not  expressly 
apply  to  the  authentication  by  mention  in  the  testing  clause  of  words 
interlined  or  written  on  erasures,  it  is  difficult  to  see  how  such  authenti- 
cation can  be  relied  upon  as  sufficient,  at  least  if  the  words  are  of  any 
considerable  importance.  The  interlineation  of  a  very  small  word — e.g., 
"  not " — may  make  all  the  difference  between  liability  and  freedom 
from  liability,  and  the  safe  course  to  follow  is  to  assume  that  the 
latest  decision  of  the  House  of  Lords  on  the  subject  is  to  the  effect  that 
any  material  imperfection  in  the  writing  of  a  deed  must  be  authenticated 
by  something  more  than  a  declaration  in  the  testing  clause. 

The  question  remains,  How  are  material  alterations  to  be  authenti- 
cated ?  As  regards  additions,  these  should  not  be  interlined,  but  should 
be  written  on  the  margin  and  signed  by  the  parties — each  party  signing 
the  Christian  name  or  names  or  initials  on  one  side,  and  the  surname  on 
the  other  side,  of  the  marginal  additions,  or  signing  the  full  signature  on 
each  side.  As  regards  erasures  and  deletions,  these,  it  is  thought,  may  be 
authenticated  by  a  note  written  on  the  margin  and  signed  by  the  parties, 
as  in  the  case  of  a  marginal  addition  to  the  deed.  Such  a  note  may  be  as 
follows,  or  to  the  like  effect : — 

Note. — The  luords  "  in  writing  "  occurring  immediately  after  the 
word  "  consent "  in  the  ninth  line  from  the  top  of  this  page  are  written 
on  erasure  (or  delete,  or  as  the  case  may  be). 

As  alternative  to  the  methods  suggested  above  for  authentication  of 
alterations  and  additions,  some  conveyancers  recommend  the  practice  of 
comparing  the  engrossments  of  their  deeds,  before  the  engrossments  are 
completed  by  the  insertion  of  the  clause  of  consent  to  registration  in  the 
case  of  documents  containing  a  clause  of  registration,  and  in  the  case  of 
other  documents  before  the  insertion  of  the  words  "  In  witness  whereof," 
and  after  comparison  insert,  if  need  be,  a  clause  declaring  the  existence  of 
such  deletions,  erasures,  or  interlineations  as  may  be  found  necessary  for 
the  correction  of  the  engrossment — e.g.,  "  And  it  is  hereby  declared  that 
the  words  '  the  first  parties '  are  interlined  so  as  to  be  read  between  the 
words  '  and '  and  '  shall '  in  the  thirty-sixth  line  from  the  top  of  page 
second  hereof."  If  there  be  more  than  one  alteration  to  declare,  it  would  tend 
to  clearness  to  number  them  thus  :  "And  it  is  hereby  declared — (1)  that 
the  word  '  John '  in  the  fourth  line  from  the  top  of  page  third  hereof  is 
delete,  and  the  word  '  James,'  interlined,  to  be  read  in  place  thereof;  and 
(2)  that  the  words  'in  terms  of  occurring  in  the  twenty-fifth  line  from 
the  tup  of  this  page,  are  written  on  erasure."  The  clause  as  to  alterations 
being  inserted,  the  engrossment  would  then  be  a  complete  authentication 
of  everything  therein  contained,  and  the  trouble  connected  with  the  sign- 
ing of  marginal  additions  and  notes  would  be  entirely  removed,  unless  in 
the  case  of  a  very  extensive  addition. 

As  regards  the  testing  clause,  it  follows  from  what  has  been  stated, 
that,  as  a  matter  of  law,  the  necessity  for  it  has  ceased  to  exist.  As  a 
matter  of  practical  utility,  it  may  still  be  retained  for  the  purpose  of 
inserting  the  full  names  and  designations  of  the  witnesses.  It  is  essential 
to  the  validity  of  a  deed  that  the  designations  of  the  witnesses  should  appear 
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upon  its  last  page,  and  that  the  witnesses  should  sign  upon  that  page.  When 
the  parties  to  a  deed  are  numerous,  it  often  becomes  a  matter  of  diffi- 
culty to  find  room  upon  the  last  page  for  a  docquet  applicable  to  the  sig- 
nature of  each  grantor,  with  spaces  for  the  signatures  and  designations  of 
tlie  witnesses,  and  even  if  the  space  is  sufficient,  there  is  often  difficulty 
in  getting  the  witnesses  to  insert  suitable  designations,  or,  indeed,  to  write 
either  their  signatures  or  designations  legibly.  In  such  circumstances,  it 
is  a  distinct  advantage  to  be  able  to  collect  the  information  as  to  the  full 
names,  occupations,  and  addresses  of  the  witnesses,  and  any  other  infor- 
mation as  to  the  date  and  place,  or  dates  and  places,  of  execution  in  the 
testing  clause.  That  the  designations  may  be  inserted  in  the  testing 
clause  to  the  effect  of  rendering  a  deed  completely  probative  after  it  has 
been  signed  by  the  grantors  and  witnesses,  is  well  settled,  and  for  the 
reasons  just  mentioned,  the  insertion  of  these  particulars  in  the  testing 
clause  is  practically  the  only  course  open  to  the  conveyancer  in  many 
cases.  But  in  cases  where  the  signing  is  to  take  place  under  professional 
supervision,  there  is  much  to  be  said  in  favour  of  dispensing  with  the  testing 
clause  altogether,  except  the  statement  that  the  said  deed  has  been  signed 
by  the  grantors. 

If  a  party  to  a  deed  cannot  write,  whether  from  illiteracy  or  physical 
incapacity,  the  deed  must  be  executed  on  his  behalf  by  a  notary  public,  a 
justice  of  the  peace,  or  (in  the  case  of  testamentary  writings,  and  within 
the  bounds  of  his  own  parish  only)  a  parish  minister.  The  deed  must  be 
read  over  to  the  party  in  presence  of  the  notary  and  witnesses,  and  the 
witnesses  must  hear  authority  given  by  the  party  to  the  notary  to  sub- 
scribe the  deed  for  him.  The  notary,  justice,  or  minister  appends  at  the 
end  of  the  deed  (after  the  usual  space  for  the  testing  clause)  a  docquet 
stating  the  reading  over  and  giving  of  authority,  &c.  (for  form,  see  infra). 
It  is  not  essential  that  the  notary  and  witnesses  subscribe  both  at  the  end 
of  the  deed  and  the  docquet,  but  it  is  the  usual  and  better  practice  to  do 
so.  The  notary  should  sign  each  page  of  the  deed.  The  docquet  must 
be  holograph  of  the  notary  (Camphell,  22  R.  443),  who  must  have  no 
interest  in  the  deed  {Ferrie,  1  M.  291).  The  whole — docquet  and  sig- 
natures— should  be  completed  in  the  grantor's  presence.  The  testing 
clause  contains  no  reference  to  the  notary,  but  is  in  the  ordinary  form  as 
if  the  deed  had  been  subscribed  by  the  grantor  himself. 

Parish  ministers,  and  probably  also  those  of  quoad  sa/ira  parishes,  may 
(within  the  bounds  of  their  own  parish  only)  execute  testamentary  writings 
in  the  same  way  as  notaries  for  persons  unable  to  write. 

Blind  persons,  or  persons  of  vision  so  defective  that  they  are  unable  to 
read  writing,  may  either  execute  deeds  by  signing  in  the  usual  way,  or 
avail  themselves  of  the  assistance  of  a  notary.  In  the  latter  case  the  deed 
is  executed  in  the  same  way  as  if  the  grantor  were  unable  to  write.  If  a 
blind  person  signs  a  deed  himself,  the  deed  ought  to  be  read  over  to  him 
in  presence  of  the  witnesses,  and  should  also  be  signed  in  their  presence, 
and  not  merely  the  signature  acknowledged,  and  those  facts  stated  in  the 
testing  clause.  These  requisites  are  not  necessary  to  the  validity  of  the 
deed,  but  are  merely  a  means  of  removing  any  doubt  as  to  the  deed  being 
truly  the  deed  of  the  grantor. 

Deeds  holograph,  either  entirely  or  at  least  in  all  the  essential  parts  of 
the  grantor,  and  subscribed  by  him,  are  effective  without  witnesses.  The 
fact  of  their  being  holograph  must,  however,  be  proved,  unless  they  bear 
in  gremio  a  statement  that  they  were  written  by  the  grantor,  in  which 
case  the  onus  will  be  thrown  on  the  party  challenging.    Further,  holograph 
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deeds  (with  the  statutory  exception  of  testamentary  writings)  do  not  in 
any  case  prove  their  dates,  and  the  onus  of  proving  that  they  were  executed 
on  the  dates  they  bear  always  lies  on  the  party  founding  on  them.  All 
holograph  writings  prescribe  in  twenty  years  (1669,  c.  9). 

Corporations  incorporated  under  Act  of  Parliament  execute  deeds  as 
specially  provided  in  their  constitutions.  Town  councils  under  the  Town 
Councils  Act,  1900,  s.  9,  must  execute  deeds  at  a  meeting  by  the  signature 
of  the  presiding  member  and  town  clerk,  either  with  or  without  their  seal. 

Testamentary  writings  must,  under  Scots  law,  be  executed  with  the 
same  solemnities  as  deeds  inter  vivos.  In  England,  however,  such  writ- 
ings require  two  witnesses  instead  of  one,  as  in  the  case  of  ordinary  deeds, 
and  wills  must  also  be  specially  acknowledged  to  the  witnesses  as  being  the 
grantor's  last  will  and  testament.  Scottish  testamentary  deeds  frequently 
now  convey  or  deal  with  English  or  Irish  estate,  and  in  such  cases  they 
should  be  executed  so  as  to  comply  with  the  law  of  both  England  and 
Scotland,  the  English  docquet  of  attestation  being  added  to  the  usual 
testing  clause.  The  same  rule  should  be  followed  wherever  there  is 
any  doubt  as  to  the  domicile  of  the  testator — e.g.,  in  the  case  of  a  Scotsman 
residing  in  England. 

A  deed  by  a  married  woman  should  be  ratified  in  addition  to  subscrip- 
tion in  the  usual  way.  This  is  done  by  her  declaring  on  oath,  before  a 
justice  of  the  peace  and  outwith  her  husband's  presence,  that  she  has  not 
been  compelled  or  influenced  to  grant  the  deed.  The  docquet  to  the  deed 
is  then  signed  by  the  married  woman  and  the  justice. 

Form  1,  Form  of  Testing  Clause  where  the  Deed  is  by  one  Person 
or  is  executed  by  several  at  the  same  Time 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  by  ,  clerk  to  ,  W.S.,  Edinburgh,  are  subscribed 

by  me  [or,  by  us  both,  or,  by  us  all]  at  ,  on  the  day 

of  ,  in  the  year  ,  before  these  witnesses — A.B.  and  CD., 

both  clerks  to  ,  W.S.,  Edinburgh. 

(Note. — It  is  the  practice  in  many  ojices  always  to  omit  the  writer's  name.) 

Form  2,  Form  of  Testing  Clause  where  the  Deed  is  executed 
at  different  Times  or  Places 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  by  ,  clerk  to  R.B.,  solicitor  before  the  Supreme  Courts,  Edin- 

burgh, are  subscribed  by  us  as  follows,  videlicit,  by  me,  the  said  A.B.,  at 

upon  the  day  of  ,  Nineteen  hundred  and  , 

before  these  witnesses,  R.  M.  and  D.  M.,  both  clerks  to  T.  S.,  solicitor,  , 

and  by  me,  the  said  C.  D.,  at  upon  the  day  of  the  month 

and  year  last  mentioned,  before  these  witnesses,  W.  F.,  my  butler,  and  T.  Y.,  my 
footman. 

Form  3,  Form  of  Testing  Clause  of  Deed  executed  by  a 
Firm  and  Partners 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  by  J.  B.,  clerk  to  R.  B.,  W.S.,  Edinburgh,  are  subscribed  by  us  (the  firm 

name  of  R.  &  D.  M.  being  adhibited  by  the  said  R.  M.)  at  upon  the 

day  of  ,  Nineteen  hundred  and  before  these 

witnesses,  the  said  J.  B.  and  W.  F.,  also  clerk  to  the  said  R.  B. 
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Form  4,  Form  of  Testing  Clause  of  Deed  executed  by  a 
Quorum  of  Trustees 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  b)'  ,  clerk  to  T.  P.,  W.S.,  Edinburgh,  are  subscribed  by  us, 

the  said  A.  B.,  C.  D.,  and  E.  F.,  being  three  and  a  quorum  of  the  said  trustees 
[or  if  another  body  of  trustees  is  mentioned  in  the  deed,  say,  of  the  trustees  of  the 
said  R.  S.]  at  {continue  as  in  the  preceding  forms). 

Form  5,  Clauses  as  to  Alterations,  Marginal  Additions,  &c. 

The  declaration  as  to  these  is  usually  inserted  in  the  preceding  forms 
between  the  words  "  are  "  and  "  subscribed." 

Marginal  additions  should  always  be  signed  by  the  grantors  with  their 
Christian  names  or  initials  on  one  side  and  their  surname  on  the  other, 
but  in  addition  the  place  where  they  are  to  be  read  should  be  stated  in  the 
testing  clause. 

(1.)  Marginal  Additions 

Under  the  declaration  that  the  marginal  addition  on  page  hereof 

IS  to  be  read  between  the  words  "  "  and  "  "  on  the 

line  from  the  top  [or,  if  more  convenient,  the  foot]  of  said  page. 
Or,  together  with  the  marginal  addition  on  page  hereof,  which  is  to 

be  read  {ut  supra). 

(2.)  Interlineations 

Under  the  declaration  that  the  words  "  "  are  interlined  so  as  to 

be  read  between  the  words  "  "  and  "  "  in  the 

line  from  the  top  [or  foot]  of  page  hereof  before  subscription. 

(3.)  Deletions  or  Words  on  Erasures 
Under  the  declaration  that  the  word  "  "  occurring  in  the 

line  from  the  top  [or  foot]  of  page  hereof  is  delete  [or 

is  written  on  an  erasure]  before  subscription. 

Where  a  word  is  delete  and  another  substituted,  it  may  run,  is  delete  and  the 
word  "  "  interlined  to  be  read  in  place  thereof. 

Form  6,  Form  of  Testing  Clause  when  the  Deed  is  dated  at  Delivery 
and  the  Names  and  Designations  of  the  Witnesses  only  are 
inserted  in  the  Testing  Clause 

In  witness  whereof,  these  presents,  dated  at  ,  on 

the  day  of  ,  in  the  year  ,  are 

subscribed  by  us  as  follows,  viz. : — By  me,  the  said  A.  B.,  before  these  witnesses, 
J.  K.  and  L.  M.,  clerks  to  X.  Y.  Z.,  solicitor,  Edinburgh,  and  by  me,  the  said 
C.  D.,  before  these  witnesses,  the  said  X.  Y.  Z.,  and  the  said  J.  K. 

Form  7,  Form  of  Holograph  Notarial  Docquet  to  be  appended  at  the 
end  of  a  Deed  by  a  Notary  Public  when  it  is  executed 
Notarially ;  or  by  a  Justice  of  the  Peace  when  executed  by  a 
J.  P.  instead  of  a  Notary 

{The  testing  clause  is  in  the  usual  form  as  if  signed  by  the  testator  himself.) 
0.  D.,  witness.  A.  B.,  Notary  Public. 

E.  F.,  witness. 
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By  authority  of  the  above-named  and  designed  K.  S.,  who  declares  that  he 
cannot  write  on  account  of  his  never  having  been  taught  [or,  on  account  of  sick- 
ness and  bodily  weakness,  or,  of  the  loss  of  [or,  an  injury  to]  his  right  arm,  or,  on 
account  of  blindness,  desires  to  execute  these  presents  notarially],  I,  A.  B.,  Writer 
to  the  Signet,  Edinburgh,  Kotary  Public,  subscribe  these  presents  for  him,  he 
having  authorised  me  for  that  purpose,  and  the  same  having  been  previously  read 
over  to  him,  all  in  presence  of  the  witnesses  before  named  and  designed,  who 
subscribe  this  docquet  in  testimony  of  their  having  heard  [or,  seen]  authority  given 
to  me  as  aforesaid,  and  heard  these  presents  read  over  to  the  said  R.  S. 

C.  D,,  witness.  A.  B.,  Notary  Public. 

E.  F.,  witness. 

If  a  Justice  of  the  Peace  act  instead  of  a  Notary  Public,  the  above 
docquet  must  be  holograph  of  the  J.P.,  and  will  be  modified  as  follows  : — 

By  authority  of  the  above-named  and  designed  R.  S.,  who  declares  that  he 
cannot  write  on  account  of  his  never  having  been  taught  (or,  as  the  case  may  he), 
I,  A.  B.,  Justice  of  the  Peace  for  the  County  of  ,  subscribe 

these  presents  for  him  {continue  as  in  preceding  style). 

C.  D.,  witness.  A.  B,,  Justice  of  the  Peace  for  the  County 

E.  F.,  witness.  of 

Form  8,  Form  of  Docquet  to  be  used  by  a  Parish  Minister  in 
executing  a  Testamentary  Writing  within  his  Parish,  on 
behalf  of  a  Party  who  cannot  Write,  or  a  Blind  Person 

In  witness  whereof  {usual  testing  clause). 

C.  D.,  witness.  A.  B.,  Minister  of  the  Parish  of 

E.  F.,  witness.  {name  it). 

By  authority  of  the  above-named  and  designed  ,  who 

declares  that  he  cannot  write  on  account  of  sickness  and  bodily  weakness  {or,  as 
the  case  may  be),  I,  A.  B.,  minister  of  the  parish  of  {name  it),  subscribe  these 
presents  for  him,  he  having  authorised  me  for  that  purpose,  and  the  same  having 
been  previously  read  over  to  him,  all  in  presence  of  the  witnesses  before  named 
and  designed,  who  subscribe  thi^  docquet  in  testimony  of  their  having  heard  [or, 
seen]  authority  given  to  me  as  aforesaid,  and  heard  these  presents  read  over  to  the 
said 

C.  D.,  ivitness.  A.  B.,  Minister  of  the  Parish  of 

E.  F.,  witness.  {name  it). 

Form  9,  Form  of  Holograph  Docquet  by  a  Notary  or  J.P.,  to  be 
used  when  a  Blind  Person  signs  a  Deed  himself  in  presence  of 
a  Notary  or  J.  P. 

I,  A.  B.  {designation),  Notary  Public  [or,  Justice  of  the  Peace  for  the  county 
of  ],  hereby  certify  that  the  above-named  and 

designed  ,  who  is  blind,  subscribed  these  presents  in  my 

presence  and  in  presence  of  the  witnesses  before  named  and  designed,  and  that 
the  same  were  previously  read  over  to  the  said  ,  all 

in  my  presence  and  in  presence  of  the  said  witnesses,  who  subscribe  this 
23 
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docquet  in  testimony  of    their  having   heard    these  presents   read  over  to  the 

said 

C.  D.,  vntness.  A.  B.,  Notary  Public  \or  Justice  of  the  Peace 

E.  F.,  witness.  for  the  County  of  ]. 

Form  10,  Form  of  Holograph  Docquet  to  be  signed  by  each  of  the 
Witnesses  when  a  Blind  Person  executes  a  Deed  himself— 
there  being  no  Notary  or  J. P.  present 

Signed  by  the  above-named  and  designed  ,  who  is  blind, 

in  my  presence ;  and  I  hereby  certify  that,  before  signing,  these  presents  were 
read  over  to  the  said  in  my  presence. 

A.  B.,  witness  {adding  designation  and 
address,  as  in  testing  clause). 
{The  second  witness  should  sign  a  holograph  docquet  in  similar  terms. ) 

Form  11,  Combined  Form  of  Attestation  of  a  Deed  in  both 
English  and  Scotch  Forms 

When  it  is  desired  to  have  a  deed  executed  in  both  English  and  Scotch 
forms,  the  testing  clause  can  be  filled  in  in  the  usual  way,  and,  in  addition, 
each  party  must  affix  his  seal  to  the  last  page,  and  the  witnesses  must  sign 
under  a  docquet  of  attestation  iu  the  following  terms  : — 

Signed,  sealed,  and  delivered  by  the  above-named  A.  B.,  in  presence  of — 
1st  "Witness's  signature, 
Occupation, 

Address,  /^~^ 

2nd  Witness's  signature,  \^ 

Occupation, 
Address, 

Form  12,  Ratification  by  Married  Woman  of  Disposition  of  her 
own  Heritable  Property  granted  by  her 

At  ,  the  day  of  ,  19       ,  in  presence  of 

,   one  of  His  Majesty's  Justices  of  the  Peace  for  the  county 
of 

Compeared  Mrs.  A.  B.,  wife  of  and  residing  with  C.  B.,  and,  in  the  absence 
of  her  said  husband,  ratified  and  approved  of  the  preceding  disposition,  dated  the 
,  granted  by  her  and  her  said  husband  to  ,  and  declared 

that  she  was  noways  compelled  or  seduced  to  grant  or  concur  in  the  same,  but 
that  she  did  so  of  her  own  free  will  and  motive,  and  she  gave  her  oath  that  she 
would  never  quarrel  or  impugn  the  same,  directly  or  indirectly,  in  any  manner  of 
way  in  time  coming,  as  she  should  answer  to  God. 

{Signed)  A.  B. 

E.  F.,  J.P. 

The  Companies  Act  of  1862,  s.  18,  provides  for  every  company  having, 

a  common  seal. 

The  Companies  Act,  1867,  s.  37,  provides  as  follows : — 

"  Contracts  on  behalf  of  any  company  under  the  principal  Act  (that  is, 

the  Act  of  1862)  may  be  made  as  follows,  that  is  to  say  : — 
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"  (1.)  Any  contract  which,  if  made  between  private  persons  would  be  by 
law  required  to  be  in  writing,  and  if  made  according  to  English 
law  to  be  under  seal,  may  be  made  on  behalf  of  the  company  in 
writing   under   the   common   seal  of  the   company,  and   such 
contract  may  be  in  the  same  manner  varied  or  discharged. 
"  (2.)  Any  contract  which,  if  made  betvreen  private  persons  would  be  by 
law  required  to  be  in  writing,  and  signed  by  the  parties  to  be 
charged  therewith,  may  be  made  on  behalf  of  the  company  in 
writing  signed  by  any  person  acting  under  the  express  or  implied 
authority  of  the  company,  and  such  contract  may  in  the  same 
manner  be  varied  or  discharged. 
*'  (3.)  Any  contract  which,  if  made  between  private  persons  would  by 
law  be  valid  although  made  by  parole  only,  and  not  reduced  into 
writing,  may  be  made  by  parole  on  behalf  of  the  company  by  any 
person  acting  under  the   express  or  implied  authority  of  the 
company,  and  such  contract  may  in  the  same  way  be  varied  or 
discharged. 
"  And  all  contracts  made  according  to  the  provisions  herein  contained 
shall  be  effectual  in  law,  and  shall  be  binding  upon  the  company  and  their 
successors  and  all  other  parties  thereto,  their  heirs,  executors,  or  adminis- 
trators, as  the  case  may  be." 

Accordingly  a  company  may,  except  in  regard  to  contracts  falling  within 
sub-section  (1),  and  in  so  far  as  not  restricted  by  its  Articles  of  Association, 
contract  without  using  its  common  seal. 

The  Act  of  1862,  s.  55,  empowers  a  company  to  appoint  an  attorney 
to  execute  deeds  on  its  behalf  outside  the  United  Kingdom ;  and  the 
Companies  Seals  Act,  1864,  enables  a  company  carrying  on  business  abroad 
to  have  an  official  seal  for  use  there. 

In  Scotland  the  execution  of  deeds  by  companies  incorporated  under 
the  Companies  Acts  is  regulated  by  the  Conveyancing  Act,  1874,  s.  56,  which 
provides  that  any  deed  to  which  such  a  company  is  a  party  "  shall  be  held 
to  be  validly  executed  in  Scotland  on  behalf  of  such  company,  if  the  same 
is  either  executed  in  terms  of  the  provisions  of  these  Acts  (that  is,  the 
Companies  Acts),  or  is  sealed  with  the  common  seal  of  the  company,  and 
subscribed  on  behalf  of  the  company  by  two  of  the  ordinary  directors  and 
the  secretary  of  the  company,  and  such  subscription  on  behalf  of  the 
company  shall  be  equally  binding  and  effectual,  whether  attested  by 
witnesses  or  not." 

The  effect  of  this  section  is  that  deeds  may  be  executed  by  a  company 
either  (1)  in  manner  provided  by  its  Articles  of  Association,  or  (2)  in  the 
alternative  mode  provided  by  the  section.  It  is  quite  usual  for  Articles  of 
Association  to  provide  that  deeds  in  addition  to  being  sealed  may  be  signed 
by  one  director  and  the  secretary,  or  by  two  directors,  and  that  the 
execution  shall  be  equally  binding  whether  attested  by  witnesses  or  not. 
When  a  deed  is  executed  in  accordance  with  such  a  provision  in  the 
articles,  it  is  advisable  to  insert  a  declaration  to  that  effect  in  the  testing 
clause,  and  thus  make  the  execution  ex  facie  valid. 

Although  sec.  56  of  the  Conveyancing  Act  allows  witnesses  to  be  dis- 
pensed with,  the  more  usual  practice  is  to  have  the  execution  of  deeds  by 
companies  attested  by  witnesses. 

As  regards  impressing  the  seal,  the  correct  practice  is  to  have  the 
impression  on  every  page  which,  if  the  deed  were  granted  or  entered  into 
by  an  individual,  would  be  signed  by  him. 

Deeds  granted  or  entered  into  by  a  company  in  liquidation  should  run 
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in  name  of  the  company  and  the  liquidator  (thus  in  Munro,  3  S.L.T.  413, 
it  was  held  that  a  liquidator  cannot  sue  in  his  own  name) ;  and  such  deeds 
should  be  sealed  with  the  company's  seal  and  signed  by  the  liquidator.  It 
has  been  contended  that  a  conveyance  of  heritage  by  a  company  in  liquida- 
tion, not  sealed  with  the  company's  seal  but  merely  signed  by  the  liquidator, 
is  valid ;  but  it  is  submitted  that  this  contention  is  unsound,  at  least  where 
the  company  and  liquidators  grant  the  deed  and  are  not  merely  consenters. 
Sec.  95  (made  applicable  by  sec.  133  to  a  liquidator  in  a  voluntary  winding 
up)  of  the  Act  of  1862  authorises  the  liquidator,  inter  alia,  to  execute 
deeds  in  name  and  on  behalf  of  the  company,  and  for  that  purpose  to  use, 
when  necessary,  the  company's  seal.  The  proper  course  is  therefore  for  the 
liquidator  to  use  the  seal  in  all  cases  where  the  directors,  before  the 
liquidation,  would  have  required  to  do  so. 


Form  13,  Testing  Clause  where  Execution  in  Terms  of  Conveyancing 

Act,  1874,  s.  56 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  by  ,  are  sealed  with  the  common  seal  of  the  said  A.  B. 

Company,  Limited,  and  subscribed  for  and  on  its  behalf  by  C.  D.  and  E.  E.,  two 
of  its  directors,  and  G.  H.,  its  secretary,  all  at  ,  on  the 

day  of  ,  in  the  year  ,  before  these  witnesses,  J.  F.  {designation)^ 

and  K.  L.  {designation). 

Witnesses  may  he  dispensed  with  {Conveyancing  Act,  1874,  s.  56). 

Form  14,  Testing  Clause  where  Execution  in  accordance  with  Articles 
of  Association,  and  these  authorise  a  different  Mode  from  that 
provided  by  sec.  56  of  1874  Act 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding 

pages  by  ,  are  executed  on  behalf  of  the  said  A.  B.  Company,  Limited, 

in  terms  of  its  Articles  of  Association,  as  follows — viz.,  they  are  sealed  with  its 
common  seal  and  subscribed  for  and  on  its  behalf  by  C.  D.,  one  of  its  directors, 
and  E.  F.,  its  secretary  (or,  as  the  case  may  he),  all  at  ,  on  the 

day  of  ,  in  the  year  ,  before  these  witnesses, 

G.  H.  {designation),  and  I.  J.  {designation). 

Form  15,  Testing  Clause  where  Deed  granted  by  Company 
in  Liquidation 

In  witness  whereof,  these  presents,  written  on  this  and  the  preceding" 

pages  by  ,  are  sealed  with  the  common  seal  of  the  said  A.  B. 

Company,  Limited,  and  subscribed  by  the  said  C.  D.  as  liquidator  and  on  behalf 
of  the  said  Company  at  ,  on  the  day  of  , 

in  the  year  ,  before  these  witnesses,  E.  F.  {designation),  and  G.  H. 

{designation). 

Deficiency  Account 

This  is  an  account  required  of  a  debtor  against  whom  a  receiving  order 
has  been  made  (and  also  of  a  company  against  which  an  order  has  been 
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made  for  compulsory  winding  up),  the  purpose  of  the  account  being  to 
show  how  the  estimated  deficiency  (or  surplus)  of  the  estate  is  arrived  at. 
It  is  proposed  to  deal  with  bankruptcy  procedure  only,  but  virtually  the 
same  remarks  apply  to  winding  up. 

The  deficiency  account  possesses  a  similar  relation  to  the  summary 
statement  of  affairs  (generally  referred  to  as  the  "front  sheet")  as  the 
ordinary  profit  and  loss  account  does  to  the  commercial  balance  sheet — that 
is  to  say,  it  forms  a  connecting  link  between  the  present  position  of  affairs 
and  that  at  some  antecedent  date,  and  serves  to  show  how  the  difference 
in  the  state  of  affairs  at  the  two  dates  respectively  has  arisen. 

The  form  is  an  official  one,  and  can  readily  be  obtained  at  a  law 
stationer's,  but  it  is  here  reproduced  for  purposes  of  reference,  and  to  illus- 
trate the  remarks  made  upon  it.  Where  the  accounts  of  the  debtor  have 
been  kept  on  a  proper  double-entry  system,  the  preparation  of  the 
deficiency  account  becomes  to  a  considerable  extent  a  matter  of  analysis, 
but  the  points  mentioned  below  as  to  assets  and  expenditure  outside  the 
business  must  not  be  lost  sight  of. 

In  many  cases,  however,  proper  books  of  account  have  not  been  kept. 
The  following  suggestions  will,  no  doubt,  be  found  useful  under  such 
circumstances : — 

(1.)  Ascertain  the  position  at  the  antecedent  date  fixed  by  the  official 

receiver,  by  means  of  bank  pass-book,  invoices,  debt-book,  &c. 
(2.)  If  this  is  impracticable,  sales-book  or  takings-book  will  generally  be 
available ;  gross  profit  will  be  known,  and  expenses,  such  as 
rent,  rates,  wages,  &c.,  can  be  calculated. 
(3.)  Working  backwards  from  these  figures  the  balance  of  profit  or  loss 
can  be  ascertained  approximately,  and  after  including  the  other 
items  required  in  the  deficiency  account,  the  commencing 
"  capital "  or  "  deficiency  "  can  be  obtained. 

I^ote. — It  is   advisable   to   examine   closely   the   debtor,   in 
advance,  as  to  his  idea  of  the  state  of  his  affairs  at  the  ante- 
cedent date  fixed  by  the  official  receiver. 
(4.)  Bring  into  account  at  their  then  value  such   private  assets  now 
included  on  "  front  sheet "  as  were  in  existence  at  "  commencing 
date," — e.g.,  household  furniture,  life  policies,  and  jewellery. 
(5.)  Bring  into  account  any  private  income  of  the  debtor,  such  as 
dividends  from  investments,  and  satisfactorily  explain  on  the 
opposite  side  of  the  account  in  what  manner  it  has  been  dis- 
posed of. 
(6.)  The  amount  stated  as  "  bad  debts  "  should  agree  with  the  amount 
shown  to  have  been  lost  under  this  head  according  to  List  of 
Book  Debts,  Schedule  "I." 
(7.)  "  Other  losses  and  expenses,"  which  are  sometimes  only  elicited  by 
examination  of  the  debtor,  are — (a)  Interest  on  borrowed  money ; 
(b)  Premiums  on  life  policies ;  (c)  Special  travelling  expenses ; 
(cZ)  Professional  charges,  &a 
(8.)  It  will  be  noticed  that  the  form  states  that  the  "  total  amount  to 
be  accounted  for  "  must  agree  with  the  "  total  amount  accounted 
for."     It  is  suggested  that  where  the  difference  is  trifling,  it  may 
be  added  to  or  deducted  from  one  of  the  estimated  items,  so 
long  as  the  narration  of  such  item  is  prefixed  by  the  word 
"  estimated,"  but  where  the  difference  is  substantial,  it  should 
be  set  out  as  "  balance  unaccounted  for." 
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Delivery  Orders  and  Warrants 

A  DELIVERY  ORDER  is  an  order  by  an  owner  of  goods  to  the  custodier  to 
deliver  them  to  the  holder  of  the  order.  A  warrant  is  an  acknowledgment 
by  the  custodier  that  he  holds  them  for  the  person  named  in  the  order. 

Delivery  orders  for  goods  of  greater  value  than  £2  should  bear  a  stamp 
duty  of  Id.,  and  warrants  of  3d. 

A  delivery  order  practically  is  with  regard  to  goods  what  a  cheque  is 
with  regard  to  cash,  but  in  point  of  law  there  is  this  distinction,  a  cheque 
is  for  payment  of  a  certain  sum,  but  not  of  any  particular  notes  or  coins, 
whereas  a  delivery  order  is  for  certain  parcels  of  goods  specified  in  the 
order.  The  goods  represented  by  the  delivery  order  need  only  be  delivered 
by  the  custodier  on  payment  of  any  charges  thereon  in  respect  of  which  he 
may  have  a  lien  on  the  goods.  The  party  named  in  the  order  as  entitled 
to  receive  the  goods  would  deliver  up  the  order  on  receiving  them,  but  if 
he  sell  them  before  taking  delivery,  then  he  merely  endorses  the  order  in 
favour  of  his  customer,  and  the  customer  may  then  take  delivery.  The 
order  may  be  drawn  upon  a  warehouseman  or  other  such  party,  or  it  may 
be  drawn  upon  the  firm  who  sold  the  goods  to  the  person  now  issuing 
the  order  in  the  favour  of  some  one  else. 

When  a  sale  takes  place,  and  the  goods  are  to  remain  in  the  hands  of 
the  vendor,  but  at  the  order  of  the  purchaser,  the  vendor  issues  a  warrant 
in  favour  of  the  purchaser.  If  the  purchaser  intends  immediately  to 
dispose  of  the  goods  without  himself  taking  delivery  of  them,  he  would 
leave  this  warrant  in  the  hands  of  the  vendor,  and  draw  against  it  by 
means  of  delivery  orders  in  favour  of  the  parties  purchasing  from  him  (see 
The  Merchant  Banking  Company,  1877,  5  Ch.  D.  205). 


Form  1,  Delivery  Order  or  Warrant  by  Custodier 

iVb.         .  (Place  and  Date.) 

Warrant  for  5  hhds.  Whisky  transferred  in  our  books,  and  held  to  the  Order 
of  Messrs.  A.  B.  &  Co.,  or  Assigns  by  endorsement  hereon.     Five  hhds.  Whisky. 
Nos.  1/51  to  1/55.  "  0.  <fc  D. 

Form  2,  Delivery  Order  by  Owner  of  Goods 

To  Mr.  J.  A.,  Warehousekeeper, 

( A  ddress) .  {Place  and  Date. ) 

Please   deliver  in   bond   to  the  order  of  Messrs.  E.  &  F.,  the  undernoted 
five  (5)  hhds.  special  Scotch  whisky,  and  oblige, 

Nos.  1/51  to  1/55.  A.  B.  &  Co. 


Form  3,  Another  Form  of  Delivery  Order 

To  {Custodier's  name,  designation^ 

and  address).  (^^^^^  ^^^^  ^^^'-^ 

Please  deliver  to  Messrs.  E.  &  F.  or  [bearer]  the  undermentioned  Goods,  ex  s.s. 
(Master,  ),  entered  by  ,  on  {date  of  entry). 

A.  B.  k  Co. 
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Marks. 


No. 


General  Description. 


Departmental  Accounting 

The  whole  system  of  departmental  account-keeping  is  a  scheme  of  analysis 
and  classification  affording  complete  information  of  the  transactions  as 
affecting  the  divisions  or  departments  of  the  business. 

The  simplest  order  of  such  accounting  is  the  departmentalising  of  the 
goods  entries  only,  and  apportioning  the  expenses  as  a  percentage  on  the 
turn-over  or  on  the  purchases  of  the  departments.  The  nature  of  the 
business  conducted  may  suggest  some  obvious  inequality  between  the 
departments,  on  account  of  certain  items  of  expense  entering  more  largely 
into  one  department's  transactions  than  another's  than  the  apportionment 
on  the  basis  of  volume  of  the  departmental  trade  provides  for.  It  would 
be  necessary  to  eliminate  such  special  expense  for  separate  allocation  on 
a  more  correct  basis.  Certain  other  burdens  may  be  found  to  be  wholly 
chargeable  to  one  department.  All  such  items  not  conforming  to  a  general 
standard  of  chargeability  must  be  kept  distinct  from  those  which  do ;  the 
classification  of  expenses  is  therefore  made  according  to  the  ultimate 
allocation  among  the  departments. 

Each  department  must  have  its  own  goods  account.  The  yearly 
inventory  of  stock  must  keep  the  departments  distinct  by  summing  each 
class  of  goods  separately.  The  purchases,  sales,  and  returns  (outwards  and 
inwards)  are  classified  by  the  use  of  analytical  (or  columnar)  books  of 
original  record  (see  Day  Book  and  Invoice  Book).  Some  firms  prefer 
to  employ  the  simple  rulings  for  these  books  and  to  analyse  each  month's 
transactions.  A  Dissection  Book  is  then  employed  to  aggregate  the 
departmental  transactions  and  thus  simplify  the  goods  accounts  materially. 

The  variety  of  treatment  is  almost  endless,  but  the  forms  shown  infra 
are  suggestive  of  the  lines  to  adopt.  The  cash  sales  slips  must  bear  the 
department  number  or  name,  or  be  of  a  distinctive  colour,  and  when  they 
are  sent  up  to  the  desk  with  the  cash  they  are  filed  until  the  end  of  the 
day.  They  are  then  classified  according  to  departments  and  the  depart- 
mental daily  total  entered  in  the  Dissection  Book,  while  the  grand  total 
for  the  day  is  entered  in  the  Cash  Book  and  posted  thence  to  the  Gr. 
total  col.  in  the  Dissection  Book,  The  cross  summation  of  the  depart- 
mental cols,  would,  of  course,  agree  with  such  posting.  The  cash  purchases 
could  be  similarly  treated  if  necessary,  but  they  are  commonly  so  few  in 
number,  that  they  can  be  individually  passed  to  the  Dissection  Book  from 
the  Cash  Book. 
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I  DEPOSIT    RECEIPT  S63 

Deposit  Receipt 
DEPOSIT  RECEIPT  is  an  acknowledgment  of  indebtedness  given  by 
uankers,  discount  houses,  building  societies,  and  financial  concerns  gener- 
ally, for  money  deposited  with  them  at  call,  or  at  a  term  of  notice  specified 
on  the  receipt,  and  bearing  interest  either  at  the  rate  specified  on  the 
receipt,  or  ascertainable  according  to  custom.  A  banker's  receipt  is  the 
most  familiar  instance. 

Form  1,  Deposit  Receipt  by  a  Banker 

Bank. 

Deposit  Receipt. 

{Address  of  Branch.) 
£  {Amt.  in  figures).  (Place  and  Date,  19     .) 

Received  from  (Depositor's  name,  desigiiation,  and  address),  the  sum  of 
(amou7it  of  deposit  written  out  wholly  in  words),  which  is  placed  to  [his]  credit 
in  Deposit  Receipt. 

For  the  Bank. 

Agent. 
No. 
Entd.  (Initls.). 

When  money  is  to  be  drawn  this  receipt  must  be  returned  with  the  signature 
of  the  depositor  on  the  back. 

The  foregoing  form  does  not  show  a  term  at  which  the  deposit  is 
repayable,  and  the  deposit  is  thus  held  at  the  call  of  the  depositor.  The 
deposit  receipts  of  English  banks  commonly  stipulate  for  a  definite 
period's  notice,  while  in  Scotland  the  deposits  are  repayable  at  call.  Nor 
is  the  rate  of  interest  specified  in  the  foregoing  form  of  deposit;  interest 
is  payable  on  all  such  deposits  however,  and  the  practice  is  for  the  bankers 
to  advertise  in  the  newspapers  any  change  of  the  rate  allowed  on  deposits, 
and,  at  the  same  time,  to  keep  exhibited  in  all  their  offices  notice  of  the 
rate  ruling. 

When  a  deposit  receipt  bears  that  the  money  represented  by  it  is 
repayable  to  the  person  from  whom  it  is  received,  there  is  no  stamp 
duty  exigible,  except  the  duty  of  Id.  payable  on  the  discharged  receipt 
for  the  repayment  of  the  deposit,  if  the  amount  be  £2  or  upwards,  and 
it  is  this  duty  which  is  signified  by  the  familiar  impressed  stamp.  Where 
the  receipt  does  not  bear  that  the  money  represented  by  it  is  to  be 
accounted  for  to  the  person  from  whom  it  was  received,  a  stamp  duty  of 
Id.  on  issue  is  exigible,  and  this  duty  accounts  for  the  affixing  of  the 
adhesive  stamp  on  certain  receipts,  in  addition  to  the  usual  impressed  stamp. 

The  issue  of  deposit  receipts  by  building  societies  and  financial  com- 
panies of  different  classes  is  also  a  common  practice.  With  regard  to 
building  societies,  there  are  certain  statutory  restrictions  and  conditions 
to  be  observed.  The  amount  received  on  deposit  must  not,  along  with 
the  other  borrowed  money  of  the  society,  "  at  any  time  exceed  two-thirds 
of  the  amount  for  the  time  being  secured  to  the  society  by  mortgages  from 
its  members "  (Building  Societies  Act,  1874,  s.  15,  sub-sec  (2)).  And  by 
sub-sec.  5  of  the  same  section  of  that  Act,  every  deposit  receipt  issued  by 
a  society  under  the  Act  must  have  printed  or  written  on  it  "  the  whole  of 
the  fourteenth  and  fifteenth  sections  "  of  the  1874  Act.  See  also  sec.  14  of 
the  Act  of  1894,  as  to  how  the  amount  secured  on  mortgage  is  to   be 
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reckoned.     By  sec.  15  of  the  1894   Act  a  building  society  is  prohibited 
from  taking  money  on  deposit  on  shorter  notice  than  one  month. 

Form  2,  Deposit  Receipt  by  "Permanent"  Building  Society,  under 
the  Building  Societies  Acts  1874  and  1894 


{Counterfoil.) 
No. 
(Date.) 
£ 

{Depositor's       na 
&c.), 


Term 


at 


Interest. 


per  cent. 


No. 


Building  Society. 
Registered  Office. 


{Date.) 


Received  from  , 

the  sum  of  {amt.  of  deposit  wholly  in  words),  sterling, 

which   is   placed   to   [his]   credit  on   Deposit  with  the 

Building  Society,  for  years 

at  {rate  of  interest  in  words)  per  cent.  Interest. 


{Initls.) 
{Initls.) 

{The  following  sections  on  hack,  as  required 


Secretary. 
Director. 

Act  o/1874,  s.  15,  sub-sec.  (5)). 


Building  Societies  Act  of  1874,  ss.  xiv.  and  xv. 

XIV.  The  liability  of  any  member  of  any  Society  under  this  Act  in  respect 
of  any  share  upon  which  no  advance  has  been  made,  shall  be  limited  to  the 
amount  actually  paid,  or  in  arrear,  on  such  share,  and  in  respect  of  any  share 
upon  which  an  advance  has  been  made,  shall  be  limited  to  the  amount  payable 
thereon  under  any  mortgage  or  other  security,  or  under  the  rules  of  the  Society. 

XV.  With  respect  to  the  borrowing  of  money  by  Societies  under  this  Act,  the 
following  provisions  shall  have  effect : — 

(1.)  Any  Society  under  this  Act  may  receive  deposits  or  loans,  at  interest, 
within  the  limits  in  this  section  provided,  from  the  members  or  other 
persons,  or  from  corporate  bodies,  joint-stock  companies,  or  from 
any  terminating  Building  Society,  to  be  applied  to  the  purposes  of 
the  Society. 

(2.)  In  a  permanent  Society  the  total  amount  so  received  on  deposit  or  loan 
and  not  repaid  by  the  Society,  shall  not  at  any  time  exceed  two-thirdsj 
of  the  amount  for  the  time  being  secured  to  the  Society  by  mortgages] 
from  its  members. 

(3.)  In  a  terminating  Society  the  total  amount  so  received  and  not  repaid, 
may  either  be  a  sum  not  exceeding  such  two-thirds  as  aforesaid,  or 
a  sum  not  exceeding  twelve  months' subscriptions  on  the  shares  for  ^|| 
the  time  being  in  force.  ^H 

(4.)  Any  deposits  with,  or  loans  to,  a  Society  under  this  Act,  made  before  the 

commencement  of  this  Act,  in  accordance  with  its  certified  rules,  are  —^. 
hereby  declared  to  be  valid  and  binding   on  the  Society,   but   no  flj 
further  deposits  or  loans  shall  be  received  by  such  Society,  except 
within  the  limits  provided  by  this  section. 

(5.)  Every  deposit-book,  or  acknowledgment,  or  security  of  any  kind  given 
for  a  deposit  or  loan  by  a  Society,  shall   have   printed  or  written 
=  therein  or   thereon  the  whole  of  the  fourteenth  and  fifteenth  sec- 

tions of  the  present  Act. 
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Dividend.     See  Bankruptcy,  &a,  and  Companies. 
Dividend  Account  and  Dividend  Book 

The  Dividend  Account  is  used  in  company  concerns  on  the  declaration  of 
a  dividend  to  the  shareholders.  When  the  dividend  declared  becomes 
payable,  a  transfer  of  the  amount  required  to  meet  it  should  be  made, 
crediting  Dividend  Account  and  debiting  the  Appropriation  or  Profit  and 
Loss  Account.  The  amounts  of  the  various  dividends  paid  to  the  share- 
holders will  be  posted  to  this  Dividend  Account,  and  when  all  the 
dividends  have  actually  been  paid,  the  Dividend  Account  will  be  closed. 
A  separate  Dividend  Account  should  be  opened  for  the  dividend  on  each 
class  of  shares  so  that  the  account  would  be  limited  to  more  convenient 
proportions. 

Dividends  are  either  payable  free  of  income  tax  or  under  deduction  of 
income  tax :  in  the  former  case  the  Dividend  Account  would  have  at  its 
credit  the  aggregate  amount  of  the  divisible  profit  appropriated  for  the 
payment  of  the  dividend,  and  at  its  debit  the  amounts  of  the  various 
dividend  warrants  drawn  against  such  appropriated  profit.  In  the  latter 
case,  the  gross  amount  of  the  dividend  should  be  transferred  from  the 
appropriation  account  to  the  Dividend  Account  as  before,  and  a  cross 
entry  debiting  the  Dividend  Account  and  crediting  Income  Tax  Account 
should  then  be  made  for  the  amount  of  tax  recoverable  from  the  share- 
holders by  way  of  deduction.  In  this  way  the  Dividend  Account  would 
have  at  its  credit  the  gross  amount  of  the  dividend  appropriated  from  the 
divisible  profit,  and  at  its  debit  the  amounts  of  the  various  warrants  drawn 
against  that  profit  and  the  cross  entry  for  the  total  amount  of  the  income 
tax  deducted.  In  this  connection  it  should  be  remembered  that  if  a 
maximum  rate  of  dividend  is  fixed  as  payable  on  any  class  of  shares,  that 
maximum  is  inclusive  of  the  tax  on  such  dividend  ;  "  the  tax  is  that  part 
of  the  profits  which  the  Revenue  is  entitled  to  take"  (Attorney -General 
V.  Ashton  Gas  Company,  Court  of  Appeal,  22nd  June,  1904).  The  tax  is 
a  payment  by  the  company  on  behalf  of  the  shareholder,  and  is  payable 
out  of  his  dividend. 

If  a  Dividend  Book  is  used  by  the  company  paying  the  dividend,  the 
Dividend  Account  can  be  dispensed  with,  as  the  Dividend  Book  enables 
the  totals  of  the  dividends  to  be  dealt  with  instead  of  the  amount  of  the 
individual  warrants,  and  these  totals  can  be  debited  direct  to  the  Appro- 
priation Account.  The  form  of  the  Dividend  Book  will  vary  according  to 
circumstances.  A  separate  section  ought  to  be  kept  for  the  dividend  on 
each  class  of  shares,  and  the  columns  required  will  depend  on  whether  the 
dividends  are  paid  free  of  income  tax  or  under  deduction  of  tax. 


Common  Form  of  Dividend  Book 

Dividend  at  per  [share]  payable 


19 


Warrant 
No. 


Reg. 
No. 


Payee's  Name  and 
Address. 


Shares  [or 
Stock]. 


Dividend. 


Income 
Tax. 


£    s.     d. 


Net 
Dividend. 


£     s.     d. 


See  also  Appropriation  of  Profits. 


Itemaiks. 
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Dividend  Warrant 

It  is  really  a  cheque  or  order  upon  a  banker  for  tbe  amount  of  the 
declared  dividend  on  one's  holding  in  the  concern  issuing  the  warrant. 
It  is  sent  to  tbe  registered  address  of  the  shareholder  or  the  first-named  of 
two  or  more  shareholders.  It  is  preferable  to  transfer  the  amount  required 
for  tbe  dividend  to  a  special  bank  account  on  which  the  warrants  would  be 
drawn. 

The  warrant  is  commonly  attached  to  an  advice  of  the  dividend  in 
respect  of  which  it  is  issued — and  the  two  important  points  to  be  kept  in 
view  in  drawing  such  an  advice  are :  (1)  That  the  income  tax  certificate  is 
usually  given  on  it ;  and  (2)  that  it  should  be  distinctly  stated  for  or  in 
respect  of  what  period  the  payment  of  such  dividend  "  shall  be  declared  or 
expressed  to  be  made  "  (see  Apportionment  Act,  1870,  s.  5). 

It  is  necessary  to  support  a  claim  for  repayment  of  income  tax  by  pro- 
duction of  the  advice  referred  to,  as  it  commonly  constitutes  the  required 
certificate  as  to  the  accountability  for  the  tax,  but  auditors  are  thereby 
deprived  of  the  best  voucher  instructing  the  receipt  of  such  dividend. 
An  alternative  now  being  adopted  is  to  divide  the  advice  and  warrant  into 
three  parts,  attached  by  perforation :  (1)  The  advice  of  the  amount,  period, 
&c.  of  the  dividend ;  (2)  the  income  tax  certificate ;  and  (3)  the  warrant 
for  the  amount  due. 

Form  of  Advice  with  Warrant  attached 

Registered  Office. 

(Date.) 
No. 

The  a.  B.  Co.,  Ltd. 

Sir  or  Madam, — I  have  pleasure  in  now  sending  you  attached  hereto  a 
Warrant  for  the  dividend  on  your  holding  of  shares  in  the  Company 

for  the  year  ended  31st  December,  19  ,  payable  on  or  after  the  21st  current  on 
presentation  of  the  Warrant  duly  signed  at  the  Bank. 

I  hereby  certify  that  the  Income  Tax  on  the  profits  of  the  Company,  of  which 
this  dividend  forms  a  part,  has  been  or  will  be  duly  accounted  for  by  me  to  the 
proper  officer  for  the  receipt  of  taxes. 

Your  obedient  Servant, 

C.  D.,  Secretary. 
Dividend  at  the  rate  of  per  share  per  annum       £, 

Less — Income  Tax  at  per  <£   .         .  .         .         .         .  

Amount  of  Warrant       £ 
To ■ 

The  upper  portion  of  this  paper  should  be  retained  by  the  proprietor  as  a 
voucher  for  the  repayment  of  Income  Tax. 

No.  .  {Place  and  Date,) 

To  the  Bank, 

(Address  of  Branch)  Id. 

Stamp. 
The  a.  B.  Company,  Limited. 
Pay  to  or  Order  the  sum  of  Sterling,  and  debit 

to  Dividend  Account. 

£         :         :         Sterling.  C.  D.,  Secretarxj. 
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Form  of  Letter  of  Advice,  Income  Tax  Certificate,  and  Dividend 
Warrant,  all  as  separate  Forms 

No.  .  Registered  Office. 

{Date.) 

The  a,  B.  Company,  Limited. 

Dear  Sir  or  Madam, — I  have  pleasure  in  sending  you  attached  hereto 
Warrant  for  £  ,  being  amount  due  to  you  in  respect  of  the  dividend  on 

your  holding  in  the  Company  for  the  year  to  31st  December,  19  ,  being  at  the 
rate  of  2s.  per  share,  equivalent  to  10  per  cent,  per  annum.  The  dividend  is 
payable  on  presentation  of  the  Warrant  duly  signed  to  the  Bank  at 

any  time  after  this  date.  Attached  hereto  is  also  a  Certificate  of  the  deduction 
of  Income  Tax  which  should  be  preserved  for  production  to  the  Inland  Revenue 
in  support  of  any  claim  to  be  made  by  you  for  repayment  of  tax. 

Your  obedient  Servant, 
To C.  D.,  Secretary. 

Registered  Office. 
No.  .  {Date.) 

The  a.  B.  Company,  Limited. 

I  hereby  certify  that  on  paying  to  {shareholder's  name  and  address)  the  sum 
undernoted,  I  deducted  for  Income  Tax  the  amount  set  out  below  ;  and  I  further 
certify  that  the  amount  of  the  tax  so  deducted  has  been  or  will  be  duly  accounted 
for  by  me  to  the  proper  oflQcer  for  the  receipt  of  taxes. 

C.  D.,  Secretary. 
Dividend  at  2s.  per  share  on  ordinary  shares 

for  the  year  ended  31st  December,  19     ,  .         .         .  £ 

Deduct — Income  Tax  thereon  @  per  £, 


The  a.  B.  Company,  Limited. 

No.  .  {Place  and  Date.) 

To  tho  Bank  {Address  of  Bank  Office.)  Id. 

Stamp. 
Pay  to  or  Order  the  sum  of 

Sterling  and  charge  Dividend  Account  therewith. 
£  :  :  Sterling.  C.  D.,  Secretary. 

Received  the  above  sum  {Signature  of  Payee.) 

{Date,  19     .)  {Address.) 

Dock  Warrant 

It  is  an  acknowledgment  of  goods  having  been  warehoused  at  the  docks, 
and  that  they  are  held  at  the  order  of  the  importer  or  other  party  in 
whose  favour  the  Warrant  is  drawn. 

The  Warrant  is  liable  to  stamp  duty  of  3d. 

The  Warrant  is  commonly  transferable  by  endorsement,  and  transfer 
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of  the  Warrant  operates  transfer  of  the  goods  represented  by  it.  The 
practice  of  importers  who  intend  to  use  the  goods  so  warehoused  in  the 
ordinary  course  of  their  business  is  to  leave  the  Dock  Warrant  at  the 
warehouse,  and  to  draw  against  it  for  such  goods  as  they  require  by 
means  of  delivery  orders. 


No. 


Form 

Warehouse  (Address). 


Docks  [Company]. 

(Bate,  19     .) 

Warrant  for  (Goods)    ex  s.s.  whereof  is  Master 

from  ,     entered  by  (consignee's  name)  on  ,  19     ,  and 

deliverable  to  or  his  Assigns  by  endorsement  hereon. 

Rent  to  accrue  from  the  date  of  entry  and  all  other  charges  from  the  date 
hereof. 

(Signature  of  Official.) 


Entd. 


Fol. 


Marks. 

Nos. 

General  Description. 

Weiglit. 

Original. 

Dock. 

Gross. 

Tare. 

0. 

Q. 

L. 

C. 

Q. 

L. 

Double  Account  System 

By  30  &  31  Vict.  c.  127,  s.  3,  a  form  of  accounts  was  prescribed  for 
railways,  and  the  same  principles  have  since  been  applied  to  other  under- 
takings incorporated  by  Act  of  Parliament.  Such  undertakings  are  all 
of  a  more  or  less  public  character,  and  the  capital  borrowed  for  their 
equipment  is  so  large  and  the  consequences  of  the  mismanagement  of  the 
iinances  of  the  undertakings  would  be  so  disastrous,  that  the  form  was  laid 
down  to  give  all  interested  parties  full  information  on  the  affairs  of  the 
concern,  and  more  especially  to  make  a  clear  distinction  between  receipts 
and  payments  on  capital  account  on  the  one  hand,  and  receipts  and  pay- 
ments on  revenue  account  on  the  other.  At  the  present  time  this  system 
of  accounting  is  in  use  principally  for  railway,  gas,  water,  electric  light, 
and  tramway  undertakings.  The  essential  feature  of  the  system  is  tol 
show  in  the  first  section  of  the  account  the  amount  of  share  capital  or] 
borrowed  money  received  for  the  acquisition,  initial  equipment,  and  exten- 
sion of  the  undertaking,  and  to  keep  that  capital  outlay  distinct  from  all  j 
the  other  transactions  of  the  corporation.  That  capital  statement  is  called 
a  Capital  Account,  and  it  is  really  a  cash  statement.  On  the  Dr.  side 
appears  the  total  expenditure  to  date  on  capital  items  (showing  side  by 
side  also  the  amount  of  each  item  at  the  date  of  the  previous  account,  and 
the  expenditure  on  extensions  during  the  period  covered  by  the  account) ; 
and  on  the  Gr.  side  there  are  placed  the  amounts  received  from  share- 
holders and  debenture-holders,  including  the  premiums  received  on  the 
issue  of  shares  and  stock.     A  revenue  account  is  also  included  in  the  form, 
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and  finally  a  balance  sheet.  This  balance  sheet  shows  all  the  floating 
assets  and  floating  liabilities,  and  also  the  balance  on  the  capital  account. 
Such  balance  may  be  either  an  asset  or  liability  on  the  balance  sheet, 
according  as  the  expenditure  on  capital  account  has  exceeded  or  fallen 
short  of  the  amount  received  on  the  issue  of  shares,  stock,  debentures,  «Scc. 
If  the  capital  expenditure  has  exceeded  the  capital  receipts,  then  the 
deficiency  must  have  been  made  up  out  of  the  floating  assets,  and  there- 
fore the  amount  of  such  excess  would  appear  in  the  General  Balance  Sheet 
as  an  asset.  If,  on  the  other  hand,  the  receipts  of  capital  moneys  have 
exceeded  the  amount  expended  on  the  undertaking  to  the  date  of  the 
account,  then  such  surplus  of  receipts  must  still  be  represented  by  a 
floating  balance  on  hand,  and  the  amount  of  such  balance  would  appear  in 
the  General  Balance  Sheet  as  a  liability  or  credit  balance  on  capital 
account. 

The  obvious  weakness  of  such  a  system  of  accounting  is  that  the 
treatment  of  depreciation  is  not  on  a  thoroughly  sound  basis,  as  through- 
out the  existence  of  the  undertaking  the  capital  items  stand  on  the 
accounts  at  their  original  cost  as  new,  whereas,  in  the  course  of  years,  even 
after  making  replacements  from  time  to  time  out  of  revenue,  the  capital 
items  would  only  over  all  represent  a  fair  average  value  and  not  by  any 
means  their  cost  price. 

All  renewals  are  made  out  of  revenue,  and  it  is  most  desirable  to  spread 
the  burden  in  respect  of  this  equally  over  the  years  by  keeping  a  Renewals 
Account.  This  account  would  be  credited  with  an  equal  annual  sum,  and 
debited  with  the  actual  expenditure  on  replacements,  and  any  balance  on 
the  account  would  fall  into  the  General  Balance  Sheet  as  a  liability  of  the 
nature  of  a  reserve  fund  for  renewals,  or  as  an  asset  represented  by  the 
extra  value  attached  to  the  new  plant  (by  way  of  anticipated  replacement), 
which  would  be  written  off  by  the  operation  of  the  annual  charge  method. 

The  following  accounts  are  in  the  form  prescribed  by  the  Act  of  1868, 
referred  to  supra,  the  reference  numbers  given  being  those  of  the  State- 
ments prescribed  by  the  Schedule  to  the  Act : — 


Form  of  Statements  prescribed  by  Schedule  to  30  &  31  Vict.  c.  127 

[]).  4.]  Receipts  and  Expenditure  on  Capital  Account 

9r.  Cr. 


Expended 

to  30th 
June,  1905. 

Expended 

during 
Half-year. 

C     s.     d. 

Total. 

Received 

to  30th 

June,  1905. 

Received 

during 

Half-year. 

Total. 

■Expenditure — 
n  Lines  open  for 

Traffic       . 
n  Lines  in  course 

of  construction  . 
a  Working  Stock 

£ 

£    8.     d. 

f     s.     d. 

By  Receipts — 
On      Stock     and 

Shares      . 
On  Loans     . 
On         Debenture 

Stock 
On  Premiums  on 

Stocks          and 

Shares  sold 

£ 

£     s.     d. 

£     s.     cL. 

£     s.     d. 

To  Bi 

ilance 

£ 

The  columns  show  the  progressive  increase  of  the  items  in  the  Capital 
Account  from  one  half-year  to  another. 
24 
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[No.  9.] 
Dr. 


Revenue  Account 


Cr. 


Dec.  31, 
1904. 


EXPENDITDRB. 

To    Maintenance    of    Way, 
Works,  and  Stations  A 
„  Locomotive  Power        B 
,,  Carriage  and  Waggon 

Repairs       .         .       C 
,,  Traffic  Expenses    .       D 
,,  General  Charges    .       E 
,,  Law  Charges 
,,  Parliamentary  Expenses 
,,  Compensation 
,,  Rates  and  Taxes    . 
,,  Government  Duty 
,,  Carriage    and    Waggon 
Hire  .... 


Balance  carried  to  Net 
Revenue  Account 


£    s.     d. 


Dec.  31, 
1905. 


Receipts. 
By  Passenger  Traffic  : 
No.  of 


Ist  Class 
2nd  Class 
3rd  Class 
Season 


1904.    1905 


By 


Parcels,     Horses, 
Carriages,  &c. 
Mails 


„  Merchandise 

Cartages 
„  Live  Stock  Traffic 
,,  Mineral  Traffic 

„  Rents 


less 


£    s.     d. 


Dec.  31, 

1904. 


Dec.  31, 
1905. 


It  should  be  observed  that  the  comparisons  in  this  revenue  account  are  n( 
made  with  the  immediately  preceding  half-year,  but  with  the  corresponding  half-yej 
of  the  previous  year.  The  reference  letters  on  the  Dr.  side  are  to  the  abstract  pr. 
scribed  by  the  same  schedule. 

[No.  10.]  Net  Revenue  Account 

Dr.  Cr. 


Dec.  31, 

Dec.  31, 

Dec.  31, 

Dec.  31, 

1904. 

1905. 

By    Balance    from    last 

1904. 

1905. 

To  Interest  on  Deben- 

£   s.     d. 

£     s.     d. 

£    s.    d. 

£     S.     d. 

ture  Loans  . 

half-year     . 

„  Interest  on   Deben- 

,,   Balance  from  Rev- 

ture Stock    . 

enue  Account 

„  Rent      of      Leased 

,,    Dividends  on  Shares 

Lines,  &c.,  viz. — 

in     other     Com- 

„ Interest     on     Rent 

panies 

Charge  Stock 

,,   Bankers'  and  Gen- 

„ Balance  available  for 

eral  Interest 

Dividend      . 

£ 

£ 

[No.  13.]        General  Balance  Sheet  as  at  3  1st  December,  19 


^  Dr.     ' 

Cr. 

£     s.     d. 

£    s.    dJ 

To  Capital   Account — Balance   at 

By  Cash  at  Bankers 

Credit  thereof 

„   Cash  on  Deposit  at  Interest 

,,    Net  Revenue  Account  —  Bal- 

„  Cash  invested  in  Shares  of  other 

ance  at  Credit  thereof  . 

Railway       Companies,       not 

,,    Unpaid  Dividends  and  Interest 

charged  to  Capital  Account    . 

, ,    Interest  and  Dividends  on  Rent 

„  General  Stores,  Stock  of  Materi- 

Charge   Stock,    payable    or 

als  on  hand 

accruing,  and  provided  for    . 

„  Traffic    Accounts    due    to   the 

„    Debts  due  to  other  Companies 

Company        .... 

,,    Sundry  outstanding  Accounts  . 

„  Amounts  due    by  other   Com- 

,,  Tradesmen's  Accounts     . 

panies     

„   Renewals  Account  . 

„   Do.  for  carriage  of  Mails  . 

,,  Do.  by  Railway  Clearing  House 

« 

,,  Sundry    outstanding    Accounts 
{to  be  detailed) 

£ 

£ 

ENDORSEMENT  371 

The  foregoing  Balance  Sheet  is  of  the  character  of  the  Balance 
Account  used  by  some  concerns  in  closing  their  books ;  on  the  left  side  are 
the  liabilities,  and  on  the  right  the  assets.  The  last  stated  liability — 
"  Renewals  Account " — is  the  amount  at  credit  of  the  account  in  that 
name,  and  represents  the  excess  of  the  annual  reserve  or  provision  for 
replacements  over  the  amount  actually  expended  thereon  to  the  date  of 
the  Balance  Sheet. 

Draft.     See  Banking. 

Endorsement 

The  term  in  its  commercial  significance  means  the  assignment  of  one's 
interest  in  any  document  of  title  to  cash,  goods,  or  other  moveable  or 
personal  property,  by  signature  (usually  on  the  back  of  the  document), 
followed  by  delivery. 

Cheques,  bills  of  exchange,  documents  of  title  to  goods — e.g.,  delivery 
orders,  are  all  transferred  by  endorsement  and  delivery  to  the  endorsee, 
when  drawn  in  favour  of  any  person  or  to  his  order.  For  the  various 
forms  of  endorsement  on  the  first  two  classes  of  negotiable  instruments, 
see  Bills  of  Exchange  and  Cheques.  The  endorsement  of  a  delivery 
order  is  similar  in  form  to  the  endorsement  of  a  bill  of  exchange,  with  the 
substitution  of  "  deliver  to  "  for  "  pay  to." 

Another  common  form  of  endorsement  is  that  put  upon  fire  insurance 
policies  when  the  interest  in  the  policy  is  transferred  from  the  one  in 
whose  name  the  policy  was  originally  made  out.  Such  endorsement  is  in 
terms  similar  to  the  following  : — 


Form  of  Endorsement  on  Fire  Policy  in  Favour  of  Mortgagee 

{Place  and  Date.) 

It  is  hereby  declared  that  the  interest  in  the  within  policy  is  now  trans- 
ferred to,  and  vested  in  {name  of  mortgagee),  as  heritable  creditor,  primo  loco, 
and  (name  of  owner),  as  proprietor  in  reversion, 

Entd.  (Signature  o/ Official.) 


Form  of  Endorsement  on  Fire  Policy  of  Reversionary  Interest  to  the 
Mortgagor  on  Redemption  of  the  Mortgage 

(Place  and  Date). 

The  insurance  by  this  policy  is  hereby  declared  to  be  now  vested  in  (real 
owner^s  name),  within  designed. 

Entd.  (Signature  of  Official.) 

The  term  endorsement  is  also  applied  to  the  noting  of  any  special 
circumstances  on  a  document  relating  to  the  subject-matter  affected,  such 
as  the  noting  of  the  production  of  confirmation  in  favour  of  executors  on 
the  extract  by  the  debtors  of  the  estate  to  whom  it  has  been  produced. 
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Form  7,  Report  by  Factor  to  Proprietor,  with  Appendices 

Report  to  The  Proprietor  by  the  Factor, 
for  the  month  of  ,  19       . 

Sir, — There  is  appende'd  hereto  a  Statement  which  shows  the  Cash  Receij 
and  Payments  during  the  month. 

The  Arrears  of  Rents  and  Feu-Duties  amounted  to  £ 


At  ,  19       ,  the  arrears  were  . 

Add:     Rents  and  Feu-Duties  falling  due  during  month 
Lands,  &c.,  <£  ;     Fishings,  £, 

Deduct :     "Written  ofiF  as  irrecoverable     . 

Cash  received  during  month 


Arrears  as  above  . 


The    balance    due   to 
to£ 


Bank,  on    Current    Account,  amounted 


At  ,  19       ,  the  balance  was 

Sums  drawn  during  month 


Do.     lodged 


do. 


Balance  as  above 


The  balance  in  hands  of  the  Factor  amounted  to  £ 
consisted  of — 

Cheques      ....      £ 

Post  Office  and  Postal  Orders 

Bank  Notes 

Gold  .         ... 

Silver  .... 

Copper        .... 


this  balance 


The  number  of  Estate  Employees  at 
appended  hereto,  was 

At  ,  19       ,  the  number  was 

Add:     Employees  engaged     . 


Cashier. 

,19       ,  as  per  Statement 


Deduct :    Employees  who  have  left 


As  above 
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A  schedule  of  the  Accounts  due    by  the  Proprietor  to  Tradesmen  and  others 
for  goods  supplied  and  work  done  at  is  also  appended  hereto.     The 

amount  is  £, 

I  am, 

Your  obedient  Servant, 

,  Factor. 
19      . 

APPENDIX  No.  T. 

Receipts 

I.  Balance  due  by  Factor,  per  last  Account  .         T         .       £ 

II.  Kents  and  Feu-Duties 

III.  Game  and  Babbits,  &c.  sold 

IV.  Net  Fishings— 

{Detail  parcels)  & 


V.  Wood  sold  ...:.... 
VI.  Garden  Produce  sold      ..... 
VII.  Deficiencies  recovered — 

Shooting  Lodges     ....         £ 
Farms,  &c.      ..... 


VIII.  Pier  Dues 

IX.  Stores 

X.  Advances  repaid — 

{Detail  for  Princyjal's  information.)         £, 


XL  Home  Farm .....         ^         . 
XII.  Other  Farms,  &c.  in  Proprietor's  hands — 

{Specify  receipAsfor  each  Farm  separately.)  £ 


XIIT.  Drafts  on  Bank  Current  Account  .         ' 
XIV.  Miscellaneous — 

{^Specify  nature  and  amount  of  such  receipts.) 
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Payments 

I.  To  or  For  Proprietor — 

{Detail  for  PrincipaVs  information.) 

II.  General  Personal  Expenses — 

Subscriptions il 

Gratuities       ...... 

Life  Insurance 

^Miscellaneous  ..... 

III.  Game- 
Wages    (General),    £,  ;  Fish- 
ing,   £                 -y     Furnishings     and 
Kepairs,  £                             ...     £ 
Kennels — 

Wages,  £  ;  Keep   of    Dogs, 

£  ;      Furnishings      and 

Repairs,  £,  ... 

Pheasants       ...... 

Kabbits — 

Wages,  £  ;  Furnishings,  £ 


lY.   Net  Fishings— 

{Detail  parcels.)  £ 


V.  Gardens  and  Pleasure  Grounds- 
{Specifj  lots.) 


VI.  Management — 

{Classify  under  suitable  heads.) 


VII.  Burdens— 

{Classify  generally.) 


VIII.  Improvements,  Repairs,  &c. — 
1.  Farm  Buildings,  (Stc— 
{J!^ame  Farms.) 


Carry  forward,  £ 
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Brought  forward,  £ 


2.  Shooting  Lodges- 
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3.  Fences        .... 

4.  Roads         .... 

5.  Stores         .... 

6.  General  Maintenance  . 

IX.  Woods,  "Wood  Fences,  and  Sawmills — 
Woods — 


S 


Wood  Fences — 


£ 


Sawmills — 


X.  Allowances  to  Tenants — 
{Specify  generally.) 


XI.  Home  Farm — 

{Give  summary  of  pay  m  ents.) 


XII.  Other  Farms,  &c.,  in  Proprietor's  Hands- 
{Give  summary  of  payments.) 


XIII.  Interest — 

{Specify  each  annual  burden  of  interest.) 


£ 


XIV.  Deposits  in  Bank  Current  Account   . 


•         •         • 


XV.  Balance  due  by  the  Factor  at  close  of  this  Account    . 
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APPENDIX  No.  II. 
Schedule  of  Estate  Employees.     Month  of  ,19 

Estate  office — 

Factor  at  £  ;  Cashier  at  £  ;  Clerks 

at£  ;  Office  Boy 

Ground  Officers — 

.......at£  ,  at  £  ,  and  at  £ 

Clerk  of  Works  Department — 

Clerk  of  Works  at  £  ;   A ssistant 

at  £  ;  Foreman  at  £ 

Joiners  at£        ;         Slaters  at  £        ; 

Plumbers  at  £  ;  Painters 

at  £  ;  Masons  at  per  hour; 

Labourers  at ;  ,         ,         , 

Gamekeepers,  Stalkers,  Watchers,  <tc. — 


Other  Shootings  in  Proprietor's  Hands- 


Net  Fishings- 
Gardens — 

(Specify  under  the  several  heads 
Grounds —  ^  the  number  of  employees  and 

rate  of  wages.) 
Woods — 

Home  Farm- 
Other  Farms,  &c.,  in  Proprietor's  Hands — 

Total  number  of  Employees  .         . 

Notes. 

Details  of  servants  who  have  been  engaged,  or  have  left,  during 
the  month  of  ,19 

1.  Engaged — 

{Give  department  and  rate  of  wages.) 


2.  Left— 

(Give  department  and  rate  oftvages.) 


Difference  as  per  Report 
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APPENDIX  No.  III. 

Schedule  of  Unpaid  Accounts  as  at  ,19. 


Name  of  Creditor. 


Short  Description  of  Items 
in  Accounts. 


Dates  between  which 
Accounts  incurred. 


Amount. 


Total 


Executry  Accounts 

An  executor  is  a  person  who  has  the  legal  title  to  uplift  and  ingather  the 
moveable  estate  of  a  deceased  person,  and  to  distribute  it  amongst  those 
entitled  to  it.  There  is  a  clear  distinction  between  the  office  of  an  executor 
and  that  of  a  trustee  ;  the  duty  of  an  executor  is  to  realise  and  distribute 
the  estate  of  the  deceased ;  that  of  the  trustee  is  to  hold  and  administer  it 
for  the  purposes  of  the  trust.  As  a  matter  of  practice,  testamentary 
trustees  are  usually  also  the  executors  of  the  deceased,  and  the  distinction 
between  the  duties  of  these  parties  need  not,  therefore,  be  too  much 
insisted  upon. 

The  basis  of  the  distinction  should,  however,  be  appreciated  by  the 
accountant  on  whom  devolves  the  preparation  of  the  executry  accounts. 
All  such  accounts  will  have  to  be  framed  to  suit  the  trust  purposes,  and, 
therefore,  the  distinction  between  capital  and  revenue  is  material.  In  a 
series  of  executry  accounts,  the  first  one  opens  with  the  estate  per  the 
inventory,  whereas  the  first  of  a  series  of  trust  accounts  may  open  with  the 
amount  destined  for  the  trust  purposes  which  has  been  received  from  a 
living  donor  or  from  the  executors  of  a  deceased  truster. 

The  capital  of  the  executry  is  the  estate  at  the  date  of  death,  and 
revenue  is  the  fruit  accruing  thereon  subsequent  to  the  date  of  death. 
The  capital  may  consist  of  the  capital  value  of  investments  and  properties 
of  various  descriptions,  and  also  the  proportion  of  the  current  term's  income 
falling  due  therefrom  up  to  the  date  of  death.  The  distinction  made  thus 
divides  the  income  receivable  after  death  into  two  parts — (1)  the  amount 
which  had  accrued  up  to  the  date  of  death  ;  and  (2)  the  amount  which 
accrued  subsequent  to  that  date ;  the  former  is  the  capital  share  of  such 
income,  and  the  latter  the  share  falling  to  the  revenue  account  of  the 
executry. 

An  inventory  of  the  moveable  estate  of  which  the  deceased  died 
possessed  must  be  given  up  along  with  the  application  for  confirmation  as 
executor,  and  the  amount  of  such  inventory  forms  the  first  item  of  charge 
in  the  executry  accounts.  The  heritable  property  along  with  the  amount 
in  the  said  inventory  constitute  the  whole  estate  to  be  charged  and 
accounted  for. 

The  accounts  may  be  prepared  in  either  of  two  forms,  of  which  the 
general  characteristics  are  set  out  hereunder  : — 
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Illustration  of  the  two  Forms  of  Account  distinguishing  between 
Capital  and  Revenue 

Form  1 

CHA.RGE 

I.  Receipts  on  Account  of  Capital : — 

1.  Estate,  as  per  Inventory  .  .  .  .     £, 

2.  Heritable  Property       ..... 

3.  Estate  realised — excess  of  realisation  over  the  amount 

given  up  in  Inventory  .... 

£ 
II.  Receipts  on  Account  of  Revenue  : — 

1.  Rents,  Feu-duties,  <kc.  .  .  ,       £ 

2.  Interests  and  Dividends 

3.  Other  Income  . 


Sum  of  the  Charge,  equal  to  the  Sum  of  the  Discharge 


DISCHARGE 

I.  Payments  on  Account  of  Capital : — 

1.  Death-bed  and  Funeral  Expenses 

2.  Debts  due  by  deceased  paid 

3.  Duty  paid        .... 

4.  Legacies  .... 

5.  Expenses  of  realisation  and  administration 


£ 


II.  Payments  on  Account  of  Kevenue  : — 

1.  Payments  to  Life-renter 

2.  Miscellaneous  Payments  and  Expenses 

of  Management 


£ 


III.  Estate  as  at  the  close  of  this  Account 

Sum  of  the  Discharge,  equal  to  the  Sum  of  the  Charge 

Abstract  of  the  foregoing  Account 

Receipts  on  account  of  Capital,  per  Charge,  Br.  I. 
Payments  on  account  of  Capital,  per  Discharge,  Br.  I. 

Capital  at  the  close  of  this  Account  (the  difference) 
Receipts  on   Account  of   Revenue,  per  Charge, 

Br.  II. £ 

Payments  on  Account  of  Revenue,  per  Discharge, 

Br.  II. 

Balance  due  to  or  by  Life-renter  at  close  of 

this  Account  {the  difference)  .  .  


Estate  at  the  close  of  this  Account,  per  Discharge,  Br.  III.       £ 
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The  total  amount  of  each  of  the  main  branches  of  the  account  would  be 
shown  in  one  sum,  the  details  of  Branch  II.  being  for  this  purpose 
stated  first  in  an  inner  money  column.  The  particulars  of  the  funds 
at  the  close  of  the  account  could  either  be  given  under  Branch  III.  of 
the  Discharge  of  the  account  or  be  set  out  in  a  separate  vidimus  following 
the  above  Abstract. 


Form  2 

I. — Capital  Account 

CHARGE 

1.  Estate,  as  per  Inventory  ..... 

2.  Heritable  Property       ...... 

3.  Estate  realised — excess  of  amount  realised  over  the  amount 

given  up  in  Inventory,  not  included  under  1  or  2  hereof     . 


Sum  op  the  Charge,  equal  to  the  Sum  of  the  Discharge    £ 


DISCHARGE 


1.  (Give  the  Payments  on  account  of  Capital  under  their  proper 

heads)  .  .  .  .  .  .  .     £ 

2.  Balance  of  Capital  at  the  close  of  this  Account 


Sum  of  the  Discharge,  equal  to  the  Sum  of  the  Charge     £ 


II. — Revenue  Account 

charge 

1.  Rents  and  Feu-duties  received        .  .  .  :    £ 

2.  Interests  and  Dividends     ..... 

3.  Other  Income         ...... 


Sum  of  the  Charge,  equal  to  the  Sum  of  the  Discharge    £ 


DISCHARGE 


1.  Payments  to  Life-renter      .  .  .  .  .     £ 

2.  Miscellaneous  Payments  and  Expenses  of  Management 

3.  Balance  of  Revenue  at  the  close  of  this  Account    . 


Sum  of  the  Discharge,  equal  to  the  Sum  of  the  Charge     £ 
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Vidimus  of  the  Estate  as  at  the  close  of  the  foregoing  Account. 

Household  Furniture  .  .  .  .  .     £ 

Investments,  viz. : — 

{Full  details  of  holdings  to  he  given.) 

Sums  on  Deposit  Receipt,  viz. : — 

{Names  ofbanks^  dates,  ami  amounts  oj" deposits  to  be  given.) 

Balance  due  by  Agents       ..... 


Total  Funds  of  the  Trust  as  at  the  close  of  the  fore- 
going Account  .  .  .  .  .     £ 


of  which — 

Capital,  per  Capital  Account  (I.)  Discharge,  Br.  2        .     £ 
Revenue,    per    Revenue    Account    (II.)    Discharge, 
Br.  3 


This  form  shov^^s  distinct  accounts  for  capital  and  revenue,  each  of  these 
having  a  Charge  and  Discharge  for  itself,  and  as  the  funds  of  the  Trust  are 
all  held  in  one,  it  is  only  possible  to  state  at  the  beginning  and  close  of  such 
accounts  the  aggregate  balance  on  the  capital  and  revenue  accounts  respec- 
tively. The  details  of  the  funds  held,  along  with  the  agreement  of  their 
total,  would  be  shown  in  a  separate  state  or  vidimus,  as  above.  The 
balance  shown  on  each  account  would  be  the  first  entry  in  the  followino- 
period's  account.  It  is  not  an  unusual  thing  to  have  a  balance  on  the 
wrong  side  of  the  revenue  account  for  payments  to  the  life-renter  in  excess 
of  the  revenue  earned.  The  estate  realised  does  not  always  amount  to  the 
exact  sum  given  up  in  the  inventory,  and  consequently  some  adjustment  is 
necessary  for  the  excess  or  shortage  on  realisation.  The  best  method  of 
getting  over  this  difficulty  is  to  provide  a  column  in  the  margin,  headed 
"  Amount  as  per  Inventory  "  alongside  of  the  "  Estate  realised  "  heading, 
and  the  Inventory  values  of  the  capital  realised  would  be  inserted  in  this 
column.  When  the  various  realisations  have  been  fully  enumerated,  the 
marginal  column  also  is  summed  and  its  total  is  deducted  from  the  amount 
of  the  realisations.  If  the  actual  sum  received  be  greater  than  the  marginal 
total,  the  difference  is  added  to  the  capital  of  the  estate  as  an  increase  on 
realisation  ;  but  if  the  realisations  amount  to  less  than  the  marginal  column 
total,  the  difference  is  a  shortage  and  falls  to  be  deducted  from  the  capital 
of  the  estate  appearing  under  Branch  I.  of  the  Charge. 

Again,  with  reference  to  realisations  it  frequently  happens  that  an 
investment  is  disposed  of  during  a  term  for  which  interest  or  dividend  is 
current,  and  the  price  received  in  respect  of  such  a  sale  falls  to  be  appor- 
tioned between  the  capital  and  the  revenue  of  the  estate.  Before  carrying 
out  the  sum  realised  for  such  an  investment,  it  is  necessary  to  deduct  from 
the  yrice  the  amount  of  dividend  included  therein  which  falls  to  revenue, 
and  the  net  amount  remaining  will  be  treated  as  the  capital  part  of  the 
selling  price  of  the  investment.     The  revenue  portion  of  such  price  would 
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be  entered  under  its  appropriate  head  in  the  revenue  section  of  the  account. 
If  there  are  many  of  such  apportionments  to  be  made,  it  is  well  to  provide 
a  column  for  them  before  the  realisation  column,  and  the  total  of  this 
column  can  then  be  transferred  to  the  revenue  account  and  referred  to 
there  instead  of  having  to  enumerate  the  various  apportioned  dividends, 
&c.,  again  in  detail.  The  marginal  column  referred  to  above  can  be 
utilised  also  for  other  items  falling  to  be  apportioned,  when  the  items  are 
not  of  such  a  nature  as  to  require  the  marginal  column  for  the  inventory 
values. 

If  it  be  desired  to  give  the  life-renter  credit  for  income  accrued  but  not 
received  at  the  close  of  the  account,  such  revenue  can  be  included  under  its 
appropriate  head  in  the  body  of  the  account  and  set  out  as  part  of  the 
funds  of  the  estate  at  the  close  of  the  account. 


Skeleton  Form  of  Executry  Account 

Account  Charge  and  Discharge  of  the  Intromissions  of 
as  agent  for  the  Executors  of  the  late 
From  {date  of  death)     To 

Charge 

I.  Receipts  on  Account  op  Capital  : — 

1.  Moveable  Estate  as  given  up  in  Inventory  : — 

Details  to  he  given  as  in  Inventory,  in- 
cluding cash,  investments,  household 
furniture,  life  policies,  proportions  of 
income  accrued  to  the  date  of  death, 
and  proportion  of  prepaid  expenditure — 
e.g.,  taxes,  insurance,  d&c.  ;  in  practice 
this  last  item  is  not  commonly  appor- 
tioned when  paid  at  date  of  death,  hut 
strict  accounting  and  the  principle  of 
dividing  the  burdens  over  the  propor- 
tionate share  of  income  require  the 
apportionment. 


2.  Heritable  Property,  viz.  : — 


(Gross  Estate  at  the  date  of  death.)  £ 

Carry  forward     .         .         ^      £ 
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Brought  forward 


3.  Estate  Realised  : — 

Amount  in 
Inventory. 

Efifeiring  to 
Revenue. 

Amount 
Realised. 

Realisations  to  he  narrated  in 
order     of    date,    dividing 
them  into  sub-heads  if  de- 
sired. 

Every   item   inchided  under 
heads  1  and  2  would  fall 
under     this     head     when 
realised. 

The    proportions   falling    to 
Revenue    under     each    of 
these    sub-heads   would   be 
separately   carried  to    Re- 
venue Account. 

Carried  to  Revenue,  Br. 

" 

Amount  realised 
Amount  in  Inventory 
per  margin      . 

:  : 

carried  out  and  added  to  or 
deducted  from  Gross  Estate 

(Total  Receipts  on  account  of  Capital)  . 
II    Receipts  on  Account  of  Revenue  : — 
1.  Rents  and  Feu-duties  : — 

Date.  Particulars  of  receipts. 

Also  the  revenue  falling  into  each  of  the 
sub-heads  of  this  Branch  as  apportioned 
under  Br.  I.  3,  ^^ Estate  Realised" 
must  be  included  here,  thus. 

Proportion  of  Rents  and  Feu-duties  efFeiring 
to  Revenue  and  apportioned  under  Br. 
I.  3  [1]  hereof 


2.  Interests  and  Dividends  : — 

As  in  the  case  of  the  above  sub- 
head;  bring  in  also  propor- 
tion of  revenue  accrued  to 
the  date  of  death  and  de- 
tailed under  Br.  I.  3  [2]. 


.    £ 


Carry  forward 
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Brought  forward         .  £     •  £, 


3.  Other  Income,  viz.  :- 


Then  carry  out  the  total  Revenue 
Charge. 

III.  Deposit  Keceipts  Uplifted  : — 

Date.  Particulars  of  each. 

These  are  not  really  investments,  hut  are 
rather  amounts  placed  on  interest-earn- 
ing account  awaiting  investment  or  dis- 
tribution. The  funds  represented  by 
them  are  included  above,  and  the  trans- 
actions are  not  therefore  to  be  ^  carried 
out  to  Charge  here. 

Sum  of  the  Charge,  equal  to  the  Sum  of 
the  Discharge 

Discharge 
I.  Payments  on  Account  op  Capital: — 

1.  Death-bed  and  Funeral  Expenses  : — 

Dates  and  particulars  of  payments. 

2.  Debts  due  by  deceased  paid  : — 

As  before,  and  carry  out  total  to  money 
column.. 

3.  Duty  Paid  :— 

As  before  ;  there  may  be  only  one  item  under 
this  head,  in  which  case  the  amount  will 
be  extended  to  the  outer  money  column 
at  once,  but  if  there  are  more  than  one, 
they  will  he  extended  only  in  total. 

4.  Legacies : — 

As  before,  and  in  the  narration  of  the  entry 
reference  should  be  made  to  the  clause 
in  the  Will  making  the  bequest. 

5.  Expenses  of  Realisation  and  Administration  : — 

As  before. 


(Total  Payments  on  account  of  Capital) 
Carry  forward 
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Brought  forward     . 

II.  Payments  on  Account  of  Kevenue: — 

1.  Payments  to  Life-renter  : — 

Dates  and  particulars  of  payments. 

2.  Burdens  on  Property  : — 

Dates  of  payments  and  particulars  of  pay- 
ments. Under  this  head  should  also  he 
included  proportion  of  prepaid  taxes 
and  fire  insurance  premiums  included 
in  Br  I.  of  the  Charge  as  unexpired  at 
the  date  of  death,  if  these  are  to  be  appor- 
tioned.     See  note  under    Charge  I. 

(1). 

3.  Miscellaneous    Payments    and    Expenses    of 

Management : — 

Dates  and  particulars  of  payments. 

Then  carry  out  the  total  Revenue  Discharge. 

III.  Investments  made  : — 

These  items  would  not  be  carried  out  to  the 
money  column,  as  they  would  be  in- 
cluded in  the  Discharge  under  Br.  IV. ; 
they  occupy  a  position  similar  to  the 
Deposit  Receipts  Uplifted  referred  to 
under  the  Charge  Br.  III. 

IV.  Estate  at  the  Close  of  this  Account  : — 

The  form  in  which  the  estate  actually  existed 
at  the  date  of  the  close  of  the  account 
should  be  given  here,  separately  specify- 
ing all  the  investments  unless  they  are 
so  numerous  as  to  render  advisable  a 
separate  list  as  an  appendix  to  the 
Account. 


Sum  of  the  Discharge,  equal  to  the  Sum 
of  the  Charge 

This  form  of  account  only  shows  what  funds  the  estate  was  possessed 
of  at  the  closing  date,  but  it  is  required  to  show  clearly  how  these  funds 
were  held  as  regards  capital  and  revenue,  and  a  short  abstract  is  thus 
necessary  in  form  similar  to  the  following : — 
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Abstract  of  the  Foregoing  Account 

Receipts  on  account  of  Capital,  per  Br.  I.  of  Charge       .     <£ 
Less  Payments  on  account  of  Capital,  per  Br.  I.  of  Discharge 

Capital  of  the  estate  at  the  close  of  this  Account .     £ 


Receipts  on  account  of  Revenue,  per  Br.  II. 

of  Charge 

Payments  on  account  of  Revenue,  per  Br.  II. 

of  Discharge       ..... 

Balance  of  Revenue  on  hand  [or  overpaid] 
at  the  close  of  this  Account  {differ- 
ence^ to  he  carried  out). 


Funds  at  the  close  of  this  Account  as  per 

Br.  IV.  of  Dischar<re  ....  £ 


Fees,  Scale  of 

As  accountants  have  not  been  organised  so  long  as  is  the  case  with  certain 
other  professions,  there  is  as  yet  no  uniform  scale  of  accountancy  fees  in 
existence,  and  even  such  scales  as  are  gradually  acquiring  authority  by 
reason  of  usage,  differ  materially  according  to  the  experience  and  skill 
required  in  the  performance  of  the  services  rendered. 

The  method  of  computation  of  an  accountant's  charges  may  take  one 
of  four  forms,  viz. : — 

(1.)  A  fixed  amount  agreed  upon  before  the  work  is  commenced. 

(2.)  A  calculation  of  the  time  occupied  at  so  much  per  hour  (or  day). 

(3.)  A  commission  (usually  percentage)  on  cash  received  and/or  dis- 
tributed. 

(4.)  A  commission  (usually  percentage)  on  loans  negotiated,  and  the 
like. 

With  the  exception  of  work  paid  for  under  the  last-named  method,  the 
original  warrant  for  the  charges  is  the  time  occupied,  so  that  whichever  of 
the  first  three  methods  may  be  adopted,  careful  records  (e.g.,  diaries  and 
time  ledger)  are  essential  (1)  to  show  to  what  extent  the  work  is  remunera- 
tive, and  (2)  to  assist  in  the  preparation  (and  possible  support)  of  the  bill 
of  charges. 

With  the  exception  of  receivership  matters,  where  it  is  usually  pro- 
vided that  the  remuneration  is  to  cover  the  receiver's  expenses,  an 
accountant  will  of  course  charge  his  out-of-pocket  disbursements  in  addition 
to  his  fees. 

Audits  and  Investigations. — For  ordinary  audit  and  investigation 
work,  the  following  scale  may  be  said  to  be  the  standard  adopted  by  the 
majority  of  Chartered  Accountants  : — 

Scale  for  Audits  and  Investigations 

Principals  .         .         .    from  £3,  3s.  to  £6,  6s.  per  day. 

Managing  or  Chief  Clerks  .       ,,      £2,  2s.  to  £S,  3s.       „ 
First  Class  Clerks       .         .  £1,  Is.  to  £2,  2s.       „ 

Second  Class  Clerks  .         •  10s.  6d.  to  £1,  Is.      „ 
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The  "  day "  may  be  either  of  seven  or  eight  hours  according  to  the 
district  or  custom  of  the  particular  firm  of  accountants,  but  it  is  generally 
recognised  that  firms  of  the  highest  standing  in  London,  and  in  some  of 
the  large  provincial  towns,  can  command  even  larger  fees  than  the 
maximum  above  stated. 

While  the  scale  set  out  above  would  apply  to  ordinary  account- 
keeping  for  executors  and  trustees,  at  least  £5,  5s.  per  day  (principals), 
and  £3,  3s.  per  day  (managing  clerks)  would  be  expected  for  complicated 
accounts  which  are  required  in  connection  with  estates  involved  in 
litigation. 

Bankruptcy  and  Compulsory  Liquidation. — Accountants  are  often 
called  upon  to  assist  debtors  in  bankruptcy  and  the  officials  of  a  company 
against  which  a  winding-up  order  has  been  made,  in  the  preparation  of  the 
statement  of  affairs.  The  basis  of  remuneration  in  these  cases  is  a  fixed 
fee,  which  must  be  agreed  with  the  official  receiver  before  the  work  is 
commenced. 

Sometimes  also  the  official  receiver  calls  in  the  aid  of  an  accountant  in 
the  investigation  of  a  bankrupt's  books,  and  the  scale  prescribed  in 
accordance  with  the  rules  made  under  the  Bankruptcy  Act,  1883,  is  as 
follows : — 


Prescribed  Scale  for  Investigating  Bankrupt's  Books 

For  preparing  balance  sheet,  investigating  accounts,  &c., 
Principal's  time  exclusively  so  employed,  per  day  of  seven 
hours,  including  necessary  affidavit        .     <£1,  Is.  to  £5,  5s. 

(Or  such  other  sum  as  the  Court  may  under  special  circum- 
stances order.) 

Chief  Clerk's  time  ....     10s.  6d.  to  £1,  lis.  6d. 

Other  Clerks'  time,  per  day  of  seven  hours     .     7s.  6d.  to  16s. 

(These  charges  shall  include  stationery,  except  the  forms  used.) 

The  remuneration  of  a  trustee  in  bankruptcy,  and  also  of  a  liquidator 
appointed  under  the  provisions  of  the  Companies  (Winding-up)  Act,  1890, 
is  in  the  nature  of  a  commission  or  percentage,  of  which  one  part  is  payable 
on  the  amount  realised  after  deducting  any  sums  paid  to  secured  creditors 
out  of  the  proceeds  of  their  securities,  and  the  other  part  on  the  amount 
distributed  in  dividend.  The  percentage  need  not  necessarily  be  the  same 
in  each  case,  and  in  fact  is  usually  less  on  the  amount  distributed  than  on 
the  amount  realised.  Receipts  on  trading  account  (less  trading  payments) 
may  be  included  in  the  amount  realised,  but  assets  realised  by  the  official 
receiver  must  not  be  included,  and  any  premiums  paid  on  life  policies 
must  be  deducted.  For  this  purpose  debenture-holders  are  not  deemed  to 
be  secured  creditors. 

The  following  is  the  scale  which  the  official  receiver  is  authorised  to 
charge  when  acting  as  trustee  or  compulsory  liquidator,  and  it  may  serve 
as  a  guide  for  professional  accountants  in  the  same  capacities,  although  it 
should  be  noted  that  the  official  receiver  is  also  entitled  to  make  additional 
charges  (for  use  of  room  for  meeting  and  the  like),  which,  of  course,  is  not 
the  case  with  a  professional  trustee  or  liquidator.  Again,  substantially 
larger  percentages  are  fully  warranted  in  the  case  of  small  estates  ranging 
from  £100  to  £1000;— 
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Scale  of  OflBcial  Receiver's  Charges  in  Bankruptcy  and  Liquidation 


Value  of  Assets  realised 
or  distributed. 

Percentage  on 
Amount  realised. 

Percentage  on 
Amount  distributed. 

On  first  £1000 

5 

per  cent. 

2J 

per  cent. 

On  next  £1500 

4 

n 

2 

n 

On  next  £2500 

3 

?> 

u 

>» 

On  next  £5000 

2 

>) 

1 

)> 

On  all  further  sums  . 

1 

)J                      • 

h 

,, 

Note. — In  bankruptcy  the  trustee  may  charge  against  the  estate  the 
premium  payable  on  his  guarantee  bond,  provided  he  obtains 
the  sanction  of  the  committee  of  inspection,  but  in  compulsory 
liquidation  the  liquidator  must  in  all  cases  bear  this  expense 
personally. 

Trustees  under  Deeds  of  Arrangement  will  generally  find  the  fore- 
going bankruptcy  scale  remunerative,  subject  always  to  revision  as  regards 
small  estates,  and  sometimes  as  to  large  estates  in  the  event  of  special 
labour  involved  and  time  occupied. 

Voluntary  Liquidators.  —  In  small-  liquidations,  especially  those 
necessitated  by  schemes  of  reconstruction,  the  fee  is  often  fixed  in  advance. 
For  large  matters  the  compulsory  liquidation  scale  (supra)  will  serve  as  a 
guide. 

Receivers. — A  receiver  appointed  under  the  Conveyancing  Act,  1881, 
is  entitled  to  retain  out  of  any  money  received  by  him,  for  his  remunera- 
tion, and  in  satisfaction  of  all  costs,  charges,  and  expenses  incurred  by  him 
as  receiver,  a  commission  at  such  rate  not  exceeding  5  per  centum  on 
the  gross  amount  of  all  money  received,  as  is  specified  in  his  appointment, 
and  if  no  rate  is  so  specified,  then  at  the  rate  of  5  per  centum  on  that 
gross  amount,  or  at  such  higher  rate  as  the  Court  thinks  fit  to  allow  on 
application  made  by  him  for  that  purpose.  The  effect  is  that  if  no  rate 
is  fixed  upon  appointment,  there  is  a  possibility  of  a  receiver  obtaining 
more,  but  apparently  there  is  no  prescribed  procedure  by  which  he  may 
be  compelled  to  take  less  than  five  per  cent. 

Receivers  appointed  by  parties  (other  than  under  the  Conveyancing 
Act)  will  usually  arrange  some  general  terms  on  their  appointment. 

A  receiver  appointed  by  the  Court  is  entitled,  unless  the  Court  other- 
wise orders,  to  a  proper  salary  or  allowance.  Formerly  it  was  customary 
to  allow  5  per  cent,  on  the  collection  of  rents  of  freehold  and  leasehold 
estates,  and  a  rate  varying  from  2  J  per  cent,  to  IJ  per  cent,  in  other  cases. 
Now,  however,  3  per  cent,  is  commonly  given — and  sometimes  less — 
but  there  is  no  fixed  scale,  nor  is  the  scale  followed  in  the  case  of  liquida- 
tors any  guide.  The  rate  will  depend  on  the  circumstances  of  the 
receivership,  5  per  cent,  being  still  allowed  in  cases  of  difiiculty  (e.g.,  where 
the  sums  to  be  got  in  are  very  small,  or  payments  frequent),  and  in  rare 
cases  even  10  per  cent,  is  allowed. 

Arbitrators. — The  costs  of  an  arbitrator  are  usually  fixed  by  himself — 
and  stated  in  the  award — but  the  Court  may  interfere  if  the  amount  so 
fixed  is  excessive.  The  scales  given  for  audit  and  investigation  would  apply 
for  the  time  occupied  by  first  and  second  class  clerks,  but  the  specialised 
work  required  of  principals  and  managing  or  chief  clerks  in  connection 
with  arbitrations  readily  justifies  a  scale  of  (say)  £8,  8s.  to  £10,  10s.  for 
principals,  and  (say)  £3,  3s.  to  £5,  5s.  for  managing  clerks,  per  day  of  seven 
hours.     The  usual  practice  in  arbitration  matters  is  for  the  arbitrator  to 
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inform  the  parties  to  the  reference  that  the  award  has  been  made,  and  can 
be  taken  up  by  either  party  on  payment  of  his  costs. 

Witnesses. — In  England  and  Scotland  there  is  so  far  no  decided  case 
as  to  the  allowances  to  be  made  for  accountants'  services,  and  the  rule 
adopted  by  the  Treasury  in  criminal  trials  appears  to  be  to  treat 
accountants  as  ordinary  witnesses,  not  experts.  This  would  ordinarily 
mean  an  allowance  of  2s.  6d.  per  day  for  attendances,  3s.  6d.  per  night  for 
expenses  away  from  home,  and  third-class  railway  fares,  but  in  practice  it 
is  usual  to  make  a  special  inclusive  allowance  of  one  guinea,  and  sometimes 
two  guineas  per  day. 

So  far  as  Ireland  is  concerned,  the  case  of  Garde  v.  Fish  Oil  and  Guano 
Go.  (1902)  is  of  importance.  There  an  accountant  who  sued  for  his  fees 
for  services  rendered  in  attending  upon  subpoena  was  awarded  three  guineas 
per  day,  in  addition  to  travelling  expenses.  It  was  held  that  the 
accountant  was  a  professional  witness,  and  entitled  to  be  remunerated 
accordingly. 

Usually  the  investigation  necessary  to  enable  the  accountant  to  give 
evidence  fully,  will  afford  him  an  opportunity  of  arriving  at  an  agreement 
with  the  persons  who  are  desirous  of  his  attendance,  but  in  the  absence 
of  an  agreement  it  is  suggested  that  the  case  quoted  is  a  valuable  precedent, 
and  that  three  guineas  per  day,  with  proper  out-of-pocket  disbursements 
in  addition,  is  a  minimum  scale  of  remuneration  for  an  accountant  sub- 
poened  to  attend  a  civil  trial. 

Sidney  S.  Dawson. 
Friendly  Societies 

Friendly  Societies,  like  limited  companies,  may  be  regarded  as  the 
creation  of  statute,  and  whilst  as  corporations  they  possess  certain  common 
law  rights,  practically  the  wliole  of  the  law  relating  to  the  subject  may  be 
found  laid  down  in  the  Friendly  Societies  Act,  1896,  59  &  60  Vict.  c.  25, 
by  which  the  law  relating  to  friendly  societies  is  conbolidated. 

In  addition  to  the  provisions  of  the  Act  regard  must  be  had  to  the 
official  rules  and  regulations  issued  in  pursuance  of  powers  given  there- 
under, which  rules,  together  with  the  said  provisions,  are  so  far  as  they 
relate  to  accounts,  audit,  valuation,  &c.,  set  out  below  : — 


Provisions  of  the  Friendly  Societies  Act,  1896 

Audit. — Section  26  (1.)  Every  registered  society  and  branch  shall  once 
at  least  in  every  year  submit  ita  accounts  for  audit  either  to  one  of  the 
public  auditors  appointed  as  in  this  Act  mentioned,  or  to  two  or  more 
persons  appointed  as  the  rules  of  the  society  or  branch  provide. 

(2.)  The  auditors  shall  have  access  to  all  the  books  and  accounts  of  the 
society  or  branch,  and  shall  examine  the  annual  return  mentioned  in  this 
Act,  and  verify  the  annual  return  with  the  accounts  and  vouchers  relating 
thereto,  and  shall  either  sign  the  annual  return  as  found  by  them  to  be 
correct,  duly  vouched,  and  in  accordance  with  law,  or  specially  report  to 
the  society  or  branch  in  what  respects  they  find  it  incorrect,  unvouched, 
or  not  in  accordance  with  law. 

Annual  Returns. — Section  27  (1.)  Every  registered  society  and 
branch  shall  once  in  every  year,  not  later   than  the  31st  day  of  May, 
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send  to  the  registrar  a  return  (in  this  Act  called  the  annual  return)  of  the 
receipts  and  expenditure,  funds  and  effects  of  the  society  or  branch  as 
audited. 

(2.)  The  annual  return  must 

(a)  Show  separately  the  expenditure  in  respect  of  the  several  objects 

of  the  society  or  branch  ;  and 

(b)  Be    made    out  to    the    31st   day   of    December    then    last    in- 

clusively ;  and 

(c)  State  v/hether  the  audit  has  been  conducted  by  a  public  auditor 

appointed  as  by  this  Act  provided,  and  by  whom,  and,  if  by 
persons  other  than  a  public  auditor,  state  the  name,  address, 
and  calling  or  profession  of  every  such  person,  and  the 
manner  in  which,  and  the  authority  under  which,  he  is 
appointed. 

(3.)  The  society  or  branch  shall,  together  with  the  annual  return,  send 
a  copy  of  any  special  report  of  the  auditors. 

(4.)  In  the  case  of  a  branch,  the  annual  return  shall  be  sent  to  the 
registrar  through  an  officer  appointed  in-  that  behalf  by  the  society  of 
which  the  branch  forms  part. 

Quinquennial  Valuations. — Section  28  (1.)  Every  registered  society 
and  branch  shall,  except  as  in  this  section  provided,  once  at  least  in  every 
five  years  either 

(a)  Cause  its  assets  and  liabilities  to  be  valued   by  a  valuer  to  be 

appointed  by  the  society  or  branch,  and  send  to  the  registrar  a 
report  on  the  condition  of  the  society  or  branch  ;  or 

(b)  Send  to   the    registrar    a    return    of  the   benefits    assured    and 

contributions  receivable  from  all  the  members  of  the  society  or 
branch,  and  of  all  its  funds  and  effects,  debts  and  credits,  accom- 
panied by  such  evidence  in  support  thereof  as  the  chief  registrar 
prescribes. 

(2.)  If  the  society  or  branch  sends  to  the  registrar  such  report  as  afore- 
said, the  report  must 

(a)  Be  signed  by  the  valuer ;  and 

(b)  State  the  address  and  calling  of  the  valuer  ;  and 

(c)  Contain  an  abstract  to  be  made  by  the  valuer  of  the  results  of  his 

valuation,  together  with  a  statement  containing  such  informa- 
tion with  respect  to  the  benefits  assured  and  the  contributions 
receivable  by  the  society  or  branch,  and  of  its  funds  and  effects, 
debts  and  credits,  as  the  registrar  may  require. 

(3.)  If  the  society  or  branch  sends  to  the  registrar  such  return  as  afore- 
said, he  shall  cause  the  assets  and  liabilities  of  the  society  or  branch  to  be 
valued  and  reported  on  by  some  actuary,  and  shall  send  to  the  society  or 
branch  a  copy  of  the  report  and  an  abstract  of  the  results  of  the  valuation. 

(4.)  Provided  this  section  shall  not  apply  to — 

(a)  A  benevolent  society,  working-men's  club,  cattle  insurance  society, 

or  branch  thereof ;  or 
(6)  A  specially  authorised  society,  or  branch,  unless  it  is  so  directed  in 

the  authority  for  registering  that  society  or  branch. 

(5.)  Provided  that  the  chief  registrar  may,  with   the  approval  of  the 
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Treasury,  dispense  with  the  provisions  of  this  section  in  respect  of  societies 
or  branches,  to  whose  purpose,  or  to  the  nature  of  whose  operations,  he  may 
deem  those  provisions  inapplicable. 

Copy  of  last  Balance  Sheet. — Section  29.  Every  registered  society  and 
branch  shall  keep  a  copy  of  the  last  annual  balance  sheet,  and  of  the  last 
quinquennial  valuation,  together  with  any  special  report  of  the  auditors, 
always  hung  up  in  a  conspicuous  place  at  the  registered  office  of  the 
society  or  branch. 

Public  Auditors  and  Valuers. — Section  30  (1.)  For  the  purpose  of 
audits  and  valuations  to  be  made  under  this  Act,  the  Treasury  may 
appoint  public  auditors  and  valuers,  and  may  determine  the  rates  of 
remuneration  to  be  paid  by  societies  and  branches  for  the  services  of  those 
auditors  and  valuers ;  but  the  employment  of  those  auditors  and  valuers 
shall  not  be  compulsory. 

(2.)  The  Treasury  may,  out  of  money  to  be  provided  by  Parliament, 
pay  to  the  public  auditors  and  valuers  such  remuneration  (if  any)  as  the 
Treasury  may  allow. 

Fine  for  Falsification. — Section  88.  If  any  person  wilfully  makes, 
orders,  or  allows  to  be  made,  any  entry,  erasure  in,  or  omission  from  a 
balance  sheet  of  a  registered  society  or  branch,  or  a  return  or  docu- 
ment required  to  be  sent,  produced,  or  delivered  for  the  purposes  of 
this  Act,  with  intent  to  falsify  the  same,  or  to  evade  any  of  the  pro- 
visions of  this  Act,  he  shall  be  liable  to  a  fine  not  exceeding  fifty 
pounds. 


Extracts  from  Treasury  Regulations  relating  to 
Friendly  Societies 

Statutory  Rules  and  Orders,  1897,  No.  6. 

Annual  Returns  and  Valuations. — Section  27  (17.)  The  annual 
returns  of  a  society  with  branches  shall  include  all  branches  of  the  society 
registered  under  the  Act. 

The  valuation  of  a  society  with  branches  shall  include  all  funds  under 
the  control  of  the  central  body  of  such  society. 

A  registered  branch  shall,  in  respect  of  the  valuation  of  any  fund  or 
funds  administered  by  itself,  or  by  a  committee  or  officers  appointed  by 
itself,  be  subject  to  the  same  obligations,  and  such  branch,  its  officers  or 
committee,  shall  be  liable  to  the  same  penalties  as  if  it  were  a  registered 
society. 

Auditor  not  to  act  as  Valuer.— Section  28  (18.)  No  valuation  of  the 
assets  and  liabilities  of  a  society  or  branch  shall  be  deemed  to  be  a  valua- 
tion under  the  Act,  where  the  person  by  whom  the  same  is  made  (whether 
a  public  valuer  or  not)  has  audited  the  accounts  of  the  society  or 
branch  for  the  year  next  preceding  the  date  at  which  the  society  is 
valued. 

Valuation  by  Actuary.— SQciion  28  (19.)  Where  a  society  or  branch 
desires  that  its  assets  and  liabilities  shall  be  valued  and  reported  on  by  an 
actuary  to  be  named  by  the  registrar,  the  return  of  benefits  and  contri- 
butions, funds  and  effects,  debts  and  credits,  in  form  prescribed  by  the 
chief  registrar,  shall  be  accompanied  with  a  fee  on  the  following  scale, 
viz. : — 
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If  the  number  of  members  does  not  exceed  150 
If  over  150  but  not  exceeding  250 


250 
350 
500 
700 


350 

500 

700 

1000 


£10 
15 

20 
25 

40 


With  an  additional  £25  for  every  500  members,  or  portion  thereof, 
beyond  1000. 

Where  the  number  of  members  exceeds  2500,  a  special  fee  shall  be 
fixed  by  the  chief  registrar  for  the  valuation. 

(20.)  If  the  registrar  causes  the  assets  and  liabilities  of  a  society  or 
branch  to  be  valued  and  reported  on  by  the  actuary  attached  to  the 
Central  Office,  the  fee  to  be  received  for  the  same  shall  be  paid  into  His 
Majesty's  Exchequer ;  but  if  by  any  other  actuary,  three-fourths  only  of 
the  fee,  as  per  Regulation  19,  shall  be  paid  to  such  actuary,  and  the 
remaining  one-fourth  into  His  Majesty's  Exchequer. 


Regulations  and  Instructions  relating  to  Friendly  Societies, 
taken  from  the  guide  book  issued  by  the  friendly 
Societies  Registry 

Audit 

The  Audit. — 174.  The  rules  of  a  registered  society  or  branch  must 
provide  for  the  auditing  of  its  accounts  once  at  least  in  every  year. 

Who  may  Audit. — 175.  The  audit  required  by  the  Act  may  be  carried 
on  by — 

(a)  A  public  auditor  appointed  by  the  Treasury  under  the  Friendly 

Societies  Act,  or 
(6)  Two  or  more  persons  appointed  as  the  rules  provide. 

ETnployment  of  Public  Auditors. — 176.  The  employment  of  a  public 
auditor  is  entirely  optional,  except  in  the  case  after  mentioned. 

Public  Accountants  not  public  Auditors. — 177.  It  must  clearly  be 
understood  that  the  public  auditor  spoken  of  can  only  be  a  person  appointed 
as  such  by  the  Treasury,  and  that  no  accountant,  though  he  may  assume 
the  name  of  public  auditor,  can,  as  a  single  person,  validly  audit  the 
accounts  of  a  society  or  branch. 

Societies  not  restricted  in  Choice  of  Auditors. — 178.  No  restriction  is 
placed  on  the  choice  by  societies  or  branches  of  the  two  or  more  persons 
who  may  be  appointed  as  the  rules  provide  to  audit  the  accounts. 

Statutory  Powers  and  Duties  of  Auditors. — 181.  The  public  auditor, 
or  the  auditors  appointed  as  the  rules  provide,  are  to — 

Have  access  to  all  the  books  and  accounts  of  the  society  or  branch  ; 

Examine  the  annual  return  (see  post,  s.  184,  and  following) ; 

Verify  the  annual  return  with  the  accounts  and   vouchers   relating 

thereto,  and  either 
Sign  the  return  as  found  by  them  to  be  correct,  duly  vouched,  and  in 

accordance  with  the  law,  or 
Specially  report  to  the  society  or  branch  in  what  respects  they  find  it 

incorrect,  unvouched,  or  not  in  accordance  with  the  law. 
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The  Requirements  of  the  Act  only  Minimum  Ones. — 183.  It  need 
hardly  be  said  that  the  requirement  of  a  yearly  audit  does  not  preclude  a 
society  or  branch  from  having  more  frequent  audits  ;  that  the  auditors 
need  not  be  confined  by  rule  to  making  a  special  report  in  certain  cases, 
but  may  be  required  to  report  in  all  cases ;  and  that  a  larger  number  than 
two  auditors  may  be  appointed. 


Annual  Returns  to  Registrar  of  Receipts,  Funds,  Effects, 
and  Expenditure,  and  Number  of  Members 

The  Annual  Return. — 184.  The  rules  must  provide  for  sending  to  the 
registrar  the  annual  return  of  the  receipts  and  expenditure,  funds  and 
effects  of  the  society,  as  audited. 

Must  be  in  prescribed  Form. — 185.  The  form  of  this  return  is  prescribed 
by  the  chief  registrar.  No  mere  balance  sheet  of  the  society,  drawn  up 
after  its  own  form,  can  be  accepted  in  its  place. 

Must  be  made  up  to  Slst  December. — 186.  It  must  be  made  up  to  the 
31st  December  inclusively.     No  other  date  can  be  accepted. 

Mast  state  Expenditure  separately. — 187.  It  must  state  separately  the 
expenditure  in  respect  of  the  several  objects  of  the  society. 

Must  state  Iiow  Audit  conducted. — 188.  It  must  state  whether  the  audit 
has  been  conducted  by  a  public  auditor  under  the  Act,  and  by  whom,  and 
if  by  any  other  persons,  must  state  the  name,  address,  and  calling  or  pro- 
fession of  every  such  person,  and  the  manner  in  which,  and  the  authority 
under  which,  he  is  appointed. 

Copy  of  Auditors'  Report  to  be  sent. — 189.  A  copy  of  any  special  report 
of  the  auditors  must  be  sent  with  the  return. 


Valuations  once  every  Five  Years  of  Assets  and  Liabilities 

Rules  muf^t  provide  for  Valuations. — 213.  The  rules  of  every  Friendly 
Society  and  branch  must  provide  for  making  and  returning  to  the  registrar 
a  valuation,  once  at  least  in  every  five  years,  of  the  assets  and  liabilities  of 
the  society  or  branch  (including  the  estimated  risks  and  contributions). 

Two  Modes  of  Valuation. — 217.  A  valuation  return  under  the  Act, 
when  made  by  the  society's  own  valuer,  consists  of  three  elements  : — 

(1.)  The  valuer's  report,  signed  by  him,  and  stating  his  address  and 

calling  or  profession. 
(2.)  The  abstract  made  by  the  valuer  of  the  results  of  his  valuation. 
(3.)  A  return  containing  the  information  required  by  the  registrar  as 

to    the    benefits    assured    and    contributions    receivable  by  the 

society,  and  to  its  funds  and  effects. 

What  Valuation  Documents  in  prescribed  Foi-ms. — 218.  The  two  latter 
of  these  documents  have  to  be  made  in  such  form,  and  must  contain  such 
particulars,  as  the  chief  registrar  prescribes. 

No  form,  on  the  other  hand,  is  prescribed  for  the  valuer's  report. 

It  is  the  society,  not  the  valuer  himself,  which  sends  the  valuation  to 
the  registrar. 
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Annual  Returns 


Annual  Return  from  all  Societies. — 327.  Every  registered  society  and 
branch  is  bound  to  send  to  the  registrar  not  later  than  the  31st  of  May  in 
each  year  such  annual  return  as  before  mentioned,  ss.  184  and  following. 

Copy  of  Form  of  Return  sent  to  every  Society. — 328.  Subject  to  the 
approval  of  the  Treasury,  a  copy  of  the  form  of  annual  return  prescribed 
by  the  chief  registrar  is  forwarded  every  year  to  every  registered  society 
to  fill  up. 

Auditing  of  Annual  Return. — 330.  The  annual  return,  as  has  been 
stated  (s.  188),  must  be  signed  either  by  a  public  auditor  appointed  under 
the  Act,  or  by  at  least  two  auditors  appointed  as  the  rules  provide. 

Where  public  Auditor  necessary. — 331.  It  follows  that  in  old  societies, 
which  may  have  no  rule  for  appointing  auditors,  the  public  auditor  is  the 
only  person  who  can  legally  sign  the  return. 

What  Fees  to  public  Auditors  cover. — 332.  The  rates  of  payment  for 
public  auditors  include  as  well  the  signing  of  the  return  as  the  auditing 
of  the  accounts. 

Public  Auditors  bound  to  accept  Audits. — 333.  The  public  auditor  is 
bound  to  accept  for  audit  the  account  of  any  registered  society  or  branch 
(except  one  of  which  he  is  accountant,  or  any  account,  balance  sheet,  or 
annual  return  which  he  has  himself  prepared,  and  which  he  cannot  audit). 

Societies,  d&c,  trusI  forward  Materials. — 334.  On  the  other  hand,  the 
society  or  branch  must  forward  to  the  public  auditor  all  necessary  materials, 
as  he  is  not  bound  to  leave  his  office  for  the  purpose  of  his  audit. 

Scale  of  Fees  to  public  Auditors. — 335.  The  fees  payable  to  public 
auditors  for  auditing  the  accounts  of  Friendly  Societies  and  branches  are — 

For  societies  and   branches  consisting  of  not  more  than 

100  members £110 

For  societies  with  over  100  members,  but  not  exceeding 

500,  in  respect  of  each  hundred  or  part  thereof  .  110 
For  societies  over  500  members,  in  respect  of  the  first  500  5  5  0 
With  an  additional  10s.  6d.  for  each  additional  100  or  part 

thereof;  but  no  fee  can  exceed  £52,  10s.  except  by 

special  arrangement. 

Lower  Terms  may  be  accepted. — 336.  The  auditors  may  accept  terms 
lower  than  those  of  the  scale. 


List  of  Forms 

Form  No.     1.  Annual  Return  prescribed  by  Chief  Registrar,  including  Memoran- 
dum as  to  preparing  same. 

2.  Quinquennial  Valuation  Form. 

3.  Cash  Steward's  Account  Book. 

4.  Check  Steward's  Account  Book. 

5.  Treasurer's  Cash  Book. 

6.  Treasurer's  Receipts. 

7.  Members'  Ledger. 

8.  Register  of  Members. 

9.  Secretary's  Record  of  Sickness  and  Deaths. 
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Form  No.  10.  Premium  Journal. 

„         11.  Allowance  Book. 

„        12.  Allowance  Journal. 

13.  Cash  Book. 

„         14.  Treasurer's  Ledger. 

„        15.  Annual  Account  Book, 

„         16.  Members'  Ledger. 


5,  17.  Deposit  Book. 

„  18.  Register  of  Sickness  and  Mortality. 

„  19.  Weekly  Contribution  Book. 

„  20.  Sick  Pay  Book. 


Form  No.  1.     (Off.  No.  A.R.  1.) 

Friendly  Societies  Act,  1896,  59  &  60  Vict.  c.  25 

Register  No. 

County 

Annual  Return  prescribed  by  the  Chief  Registrar  for  a 
Registered  Friendly  Society 

Year  ending  31  si  December ^  19 

[The  Society's  Balance  Sheet  cannot  be  accepted  as  a  substitute  for  this  Return.] 

This  Return  is  to  be  sent  to  the  Registrar  not  later  than  the  31st  of  May. 
A  Copy  of  the  Auditors'  Report,  if  any,  should  also  be  sent. 

Name  of  Society 

Date  of  Commencement  of  Society  19 

When  first  Enrolled,  Certified,  or  Registered  19 

Names  and  Addresses  f  residing  at 

of  Trustees  i  residing  at 

(  residing  at 

Name  and  Address  of  every  Officer  \  £ 

in  receipt  or  charge  of  money,  and  V  £, 

amount  of  Security  given  by  each  )  £ 


State  what  provision  (if  any)  is  made  for  Old  Age 

The  Audit  for  the  year  has  been  conducted  by  Mr.  , 

Public  Auditor,  [or  by  ,  who  were 

appointed  Auditors  by  under  the  authority  of 

Rule  No.  ]. 

Registered  Office  of  the  Society  {state  full  postal  address) 
in  the  county  of 
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Return  as  to  Members 

Number  of  Benefit  Members  on  the  books  at  the 
beginning  of  the  year 

Number  of  Benefit  Members  admitted  during  the 
year 

Together 


Number  of  Benefit  Members  who  left  from  other 
causes  

Total  number  of  Benefit  Members  on  the 
books  at  the  end  of  the  year 

Ages  of  Members 

Number  of  Benefit  Members  under  16  years  of  age 

at  the  end  of  the  year 

Number  of  Benefit  Members  16  and  under  20  years 

of  age  at  the  end  of  the  year  .... 
Number  of  Benefit  Members  20  and  under  60  years 

of  age  at  the  end  of  the  year  .... 
Number  of  Benefit  Members  50  and  under  65  years 

of  age  at  the  end  of  the  year  .... 
Number  of  Benefit  Members  65  years  of  age  and 

over  at  the  end  of  the  year  ..... 


Total  as  abovb  . 


Males. 

Females. 

Total. 

i 

1 

[(A.)  Benefit  Funds. 
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(A.)  Benefit  Funds 

c 

INCOME. 

£    s.    cl. 

EXPENDITURE. 

£    s.    d. 

Contributions       for      Benefits 

f        weeks  pay  to 

£  s.  c 

1. 

(Total) 

Members    on    full 

(1)  Where 

these  contri- 

Separated asunder : — (l) 

pay     (lasting     by 
rules         weeks)    . 

butions  are 

&  i.  d. 

s^ 

weeks  pay  to 
Members     on    re- 

not separ- 
ated the 

For  Sickness    . 

c5 

words ' '  Not 

For  Sums  at  Death  . 

Sy 

duced      pay     (Ist 

separated  " 
should  be 

For  Old  Age  Pay    . 

g(  period  lasting 

written  in 
the  space 

For    Widows'    and 

weeks  pay  to 

below  this 

Orphans'    Allow- 

Members    on    re- 

note. 

ances    . 

For  Lying-in   . 

For  Accidents 

For  Travelling  Bene- 
fit        ..        . 

duced     pay     (2nd 
period  lasting 
weeks)  (4)  . 

^of             Members 
and  children  of 

(4)  If  any 

further  re- 
ductions, 
they  8houl( 
be  stated 

For  Distress  Relief . 

J3 

Members  above 
10  years  of  age  . 

separately. 

For  Medical  Aid     . 

^ 

of           wives     [or 

(2)  Other 

For  (2) 

Q 

husbands]        of 

Benefits  (if 

43/      Members  . 

any) for 

For 

C3  ^ 

of                children 

which  separ- 
ate contri- 

For 

a 

under  5  years  of 

butions  are 

cc 

age    . 

paid,  should 
be  stated 
separately. 

Total,     as     shown 

of          children  be- 

above          .      £ 

tween  5  and   10 

Vfiflrs  nf  acfi^ 

^ 

Levies  (state  for  what  pu 

rposes) 

Old  Age  Pay. 
Widows'  and  Orphans' 

A.II0W 

ances  .... 

Lying-in  Pay 

Entrance    Fees  belonging    to 

Accident  Allowances 

Benefit  Funds      . 

Travelling  Benefit . 

Fines    belonging    to     Benefit 
Funds 

Distress  Relief 
Medical  Aid  . 

Payments  for  other  Benefits 

Interest    on     Investments    of 

(if  any)  (5)    . 

(5)  State 

Benefit  Funds       . 

separately 

(3)  Specify 
theirnature. 

Other  Receipts  (if  any)  (3) 

Other  Payments  (if  any)  (6) 

(7)  Amount   (if    any)   divided 
among  the  Members,  undei 

the  expenc 
ture  for 
each. 

(6)  Specify 
their  natui 

Total  Income 

the  authority  of  Rule  No. 
Total  Expenditure 

(7)  For  a 

TtUriHinir 

Society 

Amount  of  Benefit  Funds  a1 

only. 

Amount  of  Benefit  Funds  at 

the  end  of  the  year,  as  pei 

the  beginning  of  the  year 

Total   .        .  £ 

Balance  Sheet  (C.) 

Total     .         .  £ 

1 

1 

Signature  of  Treasurer  .  Signature  of  Secretary 

The  undersigned,  having  had  access  to  all  the  Books  and  Accounts  of  the  Society,  and  havi;] 

relating  thereto,  now  sign  the  same  as  found 
Signature  of  Ist  Auditor  .  Signature  of  2nd  Auditor 

[or  of  Public  Auditor] 

Address  .  Address 

Calling  or  Profession  .  Calling  or  Profession 

If  the  Accounts  are  not  audited  by  a  Public  Auditor  appointed  under  the  Friem 
If  in  any  respects  these  Accounts  are  incorrect,  un vouched,  or  not  in  accordance  with  law,  the  AudiU 


I 

Dr. 
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(B.)  Management  Fund*  Cr. 

If  the  Society  was  registered  before  23rd  July,  1855,  and  has  no  separate  Management  Fund 
provided  for  in  its  rules,  state  the  fact. 


INCOME. 

Donations  of  Honorary  Mem 
bers  appropriated  to  this 
Fund    .... 


[8)  Specify 
their  nature, 


Contributions  of  Members  for 
Management 

Levies  for  Management  . 

Entrance    Fees    belonging   to 

Management  Fund 
Fin  es  belonging  to  Management 

Fund   .... 
Interest    on    Investments     of 

Management  Fund 
Other  Receipts  (if  any)  (8) 

Total  Income 

Amount  of  Management  Fund 
at  the  beginning  of  the  year 

Total  .         .       £ 


EXPENDITURE. 

Salaries 

Rent  .... 

Printing,     Stationery, 
and  Postage     . 

Other     Payments    (if 
any)  (12)  . 


£  5.  d. 


Total   Expenses  of  Man- 
agement 

Bad  Debts  and  Losses   . 

Total  Expenditure  . 

Amount  of  Management 
Fund  at  the  end  of  the  year, 
as  per  Balance  Sheet  (C.)     . 

Total  .         .       £ 


(12)  Specify 
their  nature. 


Dr.                          (0.)  Balance  Sheet  of  Funds  and  Effects 

Cr. 

Total    Benefit    Funds    [as 

£    s.    d. 

Rate  per 

£    s.    d. 

per  Account  (A.)] 

Investments  : — 

cent,  of 

>)  Where               Separated  as  under  :—  9) 

1.  In  the          Savings 

yielded. 

'lese  funds           Sickness  Fund        . 
i"rated              Death  Fund  .          . 
le  words             Old  Age  Fund 

£  8.  a. 

Bank    . 
2.  In  thePublic  Funds  (13) 

(13)  State 
amount  and 

description 
of  stock. 

Notsepar-          Widows'    and   Or- 

3.  With  the  Commis- 

;ed should               »x-u„„c'  ■c-.-^a 
-written                phans  1  und 

sioners     for     the 

1  the  space          Lying-m  Fund 

Reduction   of  the 

;low  this             Accident  Fund       . 

National  Debt      . 

''^^-                   Travelling    Benefit 

4.  Upon    Government 

Fund 

Securities  in  Great 

Distress  Relief  Fund 

Britain  or  Ireland 

Medical  Aid  Fund 

5.  Upon   Real  Securi- 
ties      in       Great 

f  there  are                   Total    Benefit 

iher  bene-                      Funds         [as 

Britain  or  Ireland 

1  funds,                        shown  above] 
lite  each                                                 a 
parately.]                                             * 

6.  Inland   . 

7.  On  other  securitie8(l4) 

Cash  in  the  Post  Office 

(14)  State 
them  separ- 
ately. 

Amount  of  Management 

Fuud 

[as  per  Account  (B.)  ]  . 

Savings  Bank 

Debts    (if     any)     legally     in- 

Cash  in  hand  (15) 

(15)  State  in 

))  Specify       curred  by  Trustees  on  behalf 
ir nature,      of  the  Society  (10) 

Other  Assets  (if  any)  (16) 

whose 
hands. 

^  ^      .,     Cash  due  to  Treasurer  (if  any) 
)^bpecify  Other  liabilities  (if  any)  (in 

(16)  Specify 

them. 

Total  . 

.      £ 

Total 

.  £ 

Residing  at  (17) 


(17)  Give 
postal  ad- 
dress. 

nmined  the  foregoing  General  Statement,  and  verified  the    same  with  the  Accounts  and  Vouchers 

correct,  duly  vouched,  and  in  accordance  with  law. 


Date 


19 


iietiesAct,  two  persons,  at  least,  must  be  appointed  as  Auditors. 

8  to  make  a  special  report  to  the  Society,  of  which  a  copy  is  to  be  sent  to  the  Registrar  with  this  Statement. 
26 
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Memorandum  as  to  Annual  Returns  by  Friendly  Societies 

Benefit  Funds  Account.     (A.) 

(1.)  In  this  Account  should  be  entered  all  the  financial  transactions  of  the 
Society  by  way  of  Income  and  Expenditure  in  respect  of  its  Benefit  Funds  during 
the  year,  whether  such  transactions  have  been  completed  by  the  actual  receipt  or 
payment  of  Cash,  or  are  outstanding  at  the  end  of  the  year. 

(2.)  On  the  Income  side  of  this  Account  should  appear  the  Contributions  of 
Members  for  the  respective  Benefits,  all  Levies,  Fines,  Entrance  Fees,  and 
other  sums  due  to  the  Society  during  the  year  (whether  received  or  not),  author- 
ised by  the  Rules  to  be  applied  to  this  Fund,  under  the  several  items  provided 
in  the  Form,  together  with  any  other  amounts  which  constitute  an  addition  to 
the  financial  value  of  the  Benefit  Fund. 

(3.)  (a)  Where  the  Members  pay  only  one  Contribution  for  all  Benefits,  the 
Total  amount  should  be  stated. 

(6)  Where  more  than  one  Contribution  is  paid,  details  of  the  Total  amount 
should  be  given  under  each  head  as  indicated  in  the  Form. 

(4.)  {a)  Investments  made  or  realised  should  not  be  entered  in  this  Account, 
but  only  the  Gain  or  Loss  made  on  their  realisation,  which  should  appear  as 
Income  if  gain,  as  Expenditure  if  loss.  Depreciation  of  Assets  that  are  liable  to 
reduction  in  value  should  also  appear  as  Expenditure. 

(6)  No  Deposits  in,  or  withdrawals  from  Bank,  are  to  be  brought  into  this 
Account. 

(5.)  Interest  on  the  Benefit  Funds  which  has  become  due  and  payable  in  the 
course  of  the  year  should  appear  as  Income.  (Interest  on  the  Benefit  Funds 
should  not  be  appropriated  to  the  Management  Fund.) 

(6.)  On  the  Expenditure  side  should  appear  all  expenses  incurred  during  the 
year  (whether  paid  or  outstanding)  for  the  respective  benefits,  under  the  several 
items  provided  in  the  Form,  together  with  any  other  amounts  which  constitute  a 
diminution  of  the  financial  value  of  the  Benefit  Fund,  and  which  may  legally 
be  charged  to  that  Account. 

(7.)  (a)  The  "Amount  of  Benefit  Funds"  is  the  Total  amount  of  those  Funds, 
not  merely  the  balance  of  Cash. 

(h)  The  amount  of  Benefit  Funds  at  the  beginning  of  the  year  should  be  the 
same  amount  which  was  stated  in  the  Balance  Sheet  of  the  Society's  last  Return 
as  the  amount  of  those  Funds  at  the  end  of  the  year. 

Management  Fund  Account.     (B.) 

(8.)  In  this  Account  should  be  entered  the  Income  and  Expenditure  during 
the  year  which  may  be  lawfully  applied  or  charged  to  the  Management  Fund 
Account,  under  the  several  items  provided  in  the  Form,  together  with  any 
other  amounts  which  may  lawfully  constitute  an  addition  to,  or  a  diminution 
of,  that  Fund. 

Children's  Funeral  Allowances,  Relief  in  Distress,  and  Medical  Aid  should 
not  be  entered  in  this  Account,  nor  anything  else  which  is  of  the  nature  of  a 
Benefit.  These  are  provided  for  in  their  proper  places  in  the  Benefit  Funds 
Account  (A.),  but  it  is  not  to  be  assumed  from  this  that  any  deficiency  in  the 
Contributions  for  these  purposes  may  be  met  by  abstracting  any  portion  of  the 
other  Benefit  Funds.     Any  such  deficiency  should  be  provided  for  by  Levy. 
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(9.)  Every  Society  must  make  provision  in  its  Rules  for  keeping  a  separate 
Management  Fund  Account  (except  certain  Societies  which  have  had  no  Rules 
registered  since  1855).  Should  the  Expenditure  upon  Management  exceed  the 
Income  applicable  thereto,  the  deficiency  should  be  met  by  a  levy  upon  the 
Members.  No  part  of  any  other  Fund  may  be  applied  to  this  purpose.  A 
Society  cannot  borrow  from  other  Funds  to  meet  a  deficiency  in  the  Manage- 
ment Fund. 

Balance  Sheet  op  Funds  and  Effects.     (C.) 

(10.)  On  the  Liabilities  (or  left-hand)  side  should  be  brought  down  from  the 
Benefit  Funds  Account  and  the  Management  Fund  Account  the  amounts  of  those 
Funds  at  the  end  of  the  year,  as  indicated  in  the  Form ;  and  any  debts  legally 
incurred  by  the  Trustees  on  behalf  of  the  Society,  Cash  (if  any)  due  to  the 
Treasurer,  and  any  other  liabilities  incurred  by  the  Society  which  may  be  out- 
standing on  the  31st  December,  should  be  stated. 

[The  Balances  of  the  several  Funds  comprising  the  Benefit  Fund  should  be 
shown  separately ;  the  "  Total  Benefit  Funds  "  in  the  Balance  Sheet  agreeing  with 
the  "  Amount  of  Benefit  Funds  at  the  end  of  the  year "  shown  in  the  Benefit 
Funds  Account.] 

(11.)  On  the  Assets  (or  right-hand)  side  should  be  shown  the  Society's  Invest- 
ments as  authorised  by  the  Friendly  Societies  Act  and  the  Rules  of  the  Society, 
together  with  the  Cash  in  Hand  and  any  other  assets  of  the  Society. 

Generally 

(12.)  The  columns  of  figures  in  the  various  Accounts  should  be  correctly 
added  up  and  the  totals  at  the  foot  of  each  account  should  agree,  otherwise  the 
Return  cannot  be  correct. 

(13.)  If  the  Balance  of  any  Account  shown  in  the  previous  Return  be  found 
incorrect,  the  corrected  Balance  should  be  brought  forward  in  the  next  Return, 
and  an  explanation  of  the  difference  given  on  the  Form  itself. 

(14.)  The  Funds  of  a  Friendly  Society  cannot  lawfully  be  applied  otherwise 
than  to  the  purposes  authorised  by  the  Registered  Rules.  The  application  of  the 
Funds  to  provide  refreshments  at  Meetings,  Festivals,  or  Anniversaries  could  not 
be  so  authorised,  and  such  payments  are  therefore  not  legal. 

(15.)  The  Funds  of  a  Friendly  Society  cannot  lawfully  be  invested  in  a  Private 
or  Joint  Stock  Bank. 

If  a  Society  desires  to  invest  its  funds  in  any  other  way  than  with  the  Post 
Office  Savings  Bank,  or  a  Savings  Bank  certified  under  the  Act  of  1863,  or  in  the 
Public  Funds,  or  with  the  National  Debt  Commissioners,  it  is  necessary,  under 
Section  44  of  the  Friendly  Societies  Act,  1896,  that  every  such  investment  shall 
be  one  expressly  directed  by  the  Registered  Rules  of  the  Society,  and  shall  be  on 
Security  other  than  Personal.  No  Rule  can  therefore  authorise  the  advancing  of 
money  on  Notes  of  hand,  or  the  taking  of  Interest  from  a  Treasurer  for  money 
of  the  Society  in  his  hands,  secured  only  by  a  personal  Bond ;  or  the  leaving  of 
money  on  mere  deposit  at  Interest  in  a  Building  Society,  or  in  an  ordinary  Bank. 
There  is,  however,  no  objection  to  a  Banker,  or  Bank  Manager,  as  an  individual, 
becoming  the  Treasurer  of  a  Society,  if  he  is  willing  to  undertake  the  responsi- 
bilities attached  to  that  office. 

(16.)  (a)  Unless  the  Auditor  is  one  of  the  Public  Auditors  appointed  by  the 
Lords  of  the  Treasury  under  the  Act,  the  Annual  Return  must  be  signed  by  at 
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least  two  persons  appointed  Auditors  under  the  Society's  Rules,  as  well  as  by  the 
officers  specified. 

(6)  The  Return  must  be  signed  by  the  Auditors  whose  names  are  given  on 
the  first  page  of  the  Return. 

(c)  The  signatures  of  all  Officers  required  to  sign  the  Return  must  be  in  their 
own  handwriting. 

(17.)  Whatever  the  Rules  may  provide  as  to  date  of  Annual  Meetings  and 
Annual  Accounts,  the  Annual  Return  required  under  the  Act  to  be  made  and 
sent  to  the  Registrar  must  always  be  made  up  for  the  year  ending  31st  December. 
The  Return  should  be  sent  to  the  Registrar  as  soon  as  ready,  and  in  every  case 
before  the  1st  day  of  June.  A  Society  failing  to  do  this  is  liable  to  prosecution 
without  further  notice. 

(18.)  Every  Society  should  keep  a  copy  of  its  Annual  Return ;  and  as  this 
Form  is  the  only  one  supplied  by  this  Office,  the  Society  should  obtain  a  further 
copy  from  the  King's  Printers  as  indicated  at  the  foot  of  the  first  page  [of  the  form]. 
In  ordering  such  copy,  the  number  of  this  Form  (A.R.  1)  should  be  quoted. 

(19.)  The  receipt  of  an  Annual  Return  by  the  Registrar  implies  no  approval 
of  anything  that  it  contains. 

(20.)  An  acknowledgment  of  the  fact  that  a  document,  purporting  to  be  the 
Annual  Return  of  a  particular  Society,  has  been  received,  will  be  given,  if  required, 
to  any  Society  which  sends  with  its  Return  an  addressed  envelope  for  the  purpose. 
The  acknowledgment  does  not  imply  that  a  valid  Return  has  been  made. 

(21.)  Every  Society  should  in  all  documents  sent  to  the  Registrar  use  its  cor- 
rect registered  name  and  no  other.  The  Registered  Office  of  the  Society  should 
also  be  stated.  Notice  of  any  change  should  be  given  on  Form  H,  copies  of  which 
will  be  supplied  by  the  Registrar  on  application.  On  the  dissolution  of  a  Friendly 
Society  the  necessary  forms  will  also  be  supplied  by  the  Registrar  on  application. 

(22.)  The  Trustees  are  responsible  for  the  law  being  complied  with  in  respect 
of  the  above-mentioned  matters,  and  it  is  the  duty  of  the  Auditors  in  any  case 
where  it  has  not  been  complied  with,  to  decline  to  sign  the  Accounts  as  correct, 
duly  vouched,  and  in  accordance  with  law,  and  to  make  a  Special  Report  to  the 
Society  on  the  matter,  which  Report  is  to  be  sent  to  the  Registrar  with  the 
Return. 


[Form  No.  2. 


FRIENDLY   SOCIETIES 


405 


0 


^      k 


wS 


:2 


o 
o 

CO 


r(3  00 

bo         o 
bO        ^_ 


>>  <V 


:::  p^ 


•2 


O    e- 

O       03 

"43    o 
§1 


i 


^^? 


03    •«» 


03     t4_,       J3 


OS     c3 


CO     g 

CO      03 


C3     Ph 


02  o  o  .a 


>2.      Pi^ 


a 

«♦» 

j; 

<! 

¥ 

.^ 

s 

<i 

! 

a 



8 

5 

a> 

be 

••*i 

» 

-< 

■-3 

•3 

< 

a 

< 

.   ^' 

! 

^ 

1 

02       j5 

\ 

■^tS 

§3 

^ 

•^  s 

00 

H  o 

S 

s 

IS   • 

o 

M) 

t4 

n 

'is 

^ 

g 

^< 

S 

•^ 

<8     • 

M 

fl 

'^ 

|l 

1 

bo 

a 
"3  ® 

««J 

Ss  ap 

S<^ 

O  ^ 

nter- 
est. 

^ 

1 

1 

"O*. 

P  o 

&n 

"H 

3S>' 

O  cS 

H 

u       » 

S      !s 

05     Oi     Oi     Oi     Oi 

- 

If 

rH     r-l      rH      T-l      i-H 

1 

<B 

P      '.     r     ;:     :: 

1—1 

H 

1 

CO 

406 


FRIENDLY   SOCIETIES 


0 
1 

Per- 
manent 
Reduced 

Pay 
(if  any). 

^ 

11* 

«rt 

sis 

^ 

ti 

'M. 

< 

.s 

Per- 
manent 
Reduced 

Pay 
(if  any). 

"M. 

Further 

Reduced 

Pay. 

^ 

M 

^ 

1 

Per- 
manent 
Reduced 

Pay 
(if  any). 

^ 

Further 

Reduced 

Pay. 

4i 

'■« 

u 

^ 

be 

a 

6 

Per- 
manent 
Reduced 

Pay 
(if  any). 

«rt 

IP 

*-+« 

m 

^ 

li 

^ 

.2 

i 

' 

O)     O)     O)     O)     O) 

,_,     ,—1     rH      !— 1     I— 1 

0      .     r.     .     : 

I— 1 

'^ 

1 

t 
0 

S 

! 

0 

*4j 

c 
0 

=^ 

s 

1 

< 

=rt 

< 
< 

--fi 

•< 

^ 

4 

Sums  at  Death. 

^ 

1 

1 

1 

Oi    <yi    <yi    Oi    en 

F-H        T-H        .— 1              •         I-H 

c3 
ft      r     p     ::      r 

FRIENDLY    SOCIETIES 
(3.)  State  according  to  the  rules  of  the  Society — 

(a)  When  full  pay  ceases  and  reduced  pay 

begins,  and  what  the  reduction  is ; 

(b)  When  such  reduced  pay  is  still  further 

reduced,  and  by  how  much ; 

(c)  Under  what  circumstances  (if  any)  mem- 

bers become  entitled  to  a  permanent 
reduced  sick  allowance,  and  what  propor- 
tion the  same  bears  to  full  pay. 
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(4.)  (a)  How  are  the  Management  Expenses  pro- 
vided for  1 


(b)  Fill  in  for  each  of  the  5  years  preceding 
the  date  of  valuation  the  following  par- 
ticulars, omitting  shillings  and  pence. 


(5.)  When  was  the  last  valuation  made  and  by  whomi 

Signature  of  Secretary^ 

Registered  Office^ 
Bate, 


Year  ending 

Total 

Receipts  on 

Account  of 

Manitge- 

ment 
Expenses. 

Total 
Payments 
on  Account 
of  Manage- 
ment 
Expenses. 

31  Dec.  19 
„         19 
„         19 
„         19 
„         19 

£ 

£ 

Total     .   1 

,19 


[Abstract  of  the  Valtjatiok. 
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Abstract  of  the  Valuation 
To  he  made  by  the  Valuer  appointed  hy  the  Society 
Summary  of  Kesults  of  Valuation  as  at  ,19 


No.  of 
Benefits. 

Total 
Amount 
Assured. 

Total 

Yearly  Con- 
tributions 
applicable 

to  Benefits. 

Present  Value  of 

Nature  of  Benefits  Assured. 

Benefits. 

Con- 
tributions 
applicable 
to  Benefits. 

Sickness  Allowance  ceasing  at  age    . 

„                 „     throughout  life    . 
Annuities  (Deferred  and  Immediate) 
commencing  at  age 

>5                                         )>                                                        •                     • 

JJ                                  ;>                                             •                 • 

Sums  payable  at  death  of  (a) 
Members   ..... 

Sums  payable  at  death  of  (b) 
Members'  Wives 

Endowments;  with  return  of  con- 
tributions   

Endowments ;  without  return  of 
contributions      .... 

Other  Benefits  (to  be  specified) 

£    8.    d. 

X 

§ 

£    S.    d. 

£ 

£ 

Total 

*  The  total  full  sick  pay  assured  per  week  is  to  be  stated. 

X  The  total  sum  payable  per  annum  is  to  be  stated. 

§  If  any  portion  of  this  liability  is  met  by  special  levies,  the  same  should  be  stated. 


Valuation  Balance  Sheet  as  at 


,  19 


Dr. 


Cr. 


To  present  Value  of  Benefits 
assured  by  the  Society, 
as  per  Summary    . 
,,  Other  Liabilities,  viz. : — 
{Full  particulars  to  be  given.) 


Surplus  (if  any) 


By  Total  Funds  as  per  Sec- 
retary's Return    . 
„    Present  Value  of  future 
Contributions      applic- 
able to  Benefits  . 
„    Other  Assets,  viz. : — 
{Full  particulars  to  be  given.) 

„    Deficiency  (if  any) 
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(1.)  What  published  table  or  tables  and  what 
rate  or  rates  of  interest  have  been  used 
in  the  valuation  of — 

(a)  The  Sickness  Benefits  ? 

(b)  The  Annuities  1 

(c)  The  Endowments  1 

(d)  The  Sums  payable  at  death  1 

(e)  The  other  Benefits  (if  any)  (specifying 

them)  1 


Description  of  Table 

In  describing  the  tables, 
the  name  of  the  publica- 
tion should  be  stated, 
together  vdth  the  edition 
used  and  the  number  of 
the  page  where  the  table 
may  be  found. 


Rate  of 
Interest. 


The  answers  to  the  above  questions  must  give 
full  particulars. 

(2.)  Fill  in  the  following  particulars  of  member- 
ship as  at  date  of  valuation. 

Valuation 
Age. 

Number  of 
Members. 

Valuation 
Age. 

Number  of 
Members. 

Valuation 
Age. 

Number  of 
Members. 

1-15 
16-20 
21-25 
26-30 
31-35 
36-40 

41-45 
46-50 
51-55 
56-60 
61-65 

66-70 
71-75 
76-80 
81-85 
86-90 

(3.)  If  a  table  or  tables  have  been  used  which 
are  not  published,  fill  in  the  particulars 
as  on  the  other  side  [of  the  form]. 

Note. — Where  sums  payable  on  the  death  of 
persons  under  age  15  are  assured,  state 
the  rate  of  mortality  per  cent,  used  in 
the  valuation  as  follows  : — 


Valuation 
Age. 


Rate  of  Mortality 
per  ceut. 


Under  3  months 
Exceeding  3   mths. 
and    not   exceed- 
ing 6  months 


Do. 
Do.    9 

2  years 

3  „ 

4  „ 

5  „ 


do. 
do.  12 


do. 
do. 


Valuation  Rate  of  Mortality 
Age.  per  cent. 


6  years 

7 
8 


Average  Sick- 
aluation          ness  per 
Age.                annum  in 
Weeks. 

20         

Rate  of 
Mortality 
per  cent. 

25       

30       

35       

40       

45       

50       

55       

60       

65       

70       

75           

80       
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(4.)  Have  the  tables  used  in  the  valuation,  or  the 
results  of  a  valuation  by  such  tables,  been 
in  any  way  altered  to  suit  special  circum- 
stances ? 


If  they  have,  state  clearly  and  fully 
the  nature  and  purpose  of  such  altera- 
tions, and  their  effect  on  the  results 
shown  by  the  valuation. 

(5.)  Has  any  allowance  been  made  for  any  pro- 
visions in  the  Rules  relating  to  the  reduc- 
tion of  sick  pay  in  cases  where  sickness 
lasts  beyond  the  time  for  which  full  sick 
pay  runs  ? 

If  so,  state  clearly  and  fully  how 
such  allowance  has  been  calculated,  and 
the  amount  by  which  the  estimated  value 
of  sick  benefits  on  the  assumption  of  full 
pay  throughout  is  thereby  reduced. 

(6.)  How  have  the  Valuation  ages  been  com- 
puted ? 

(7.)  What  average  rate  of  interest  has  been 
realised  on  the  funds  of  the  Society  for 
each  of  the  five  years  preceding  the 
date  of  valuation  and  for  the  whole  five 
years  ? 


v„ Ai^  Eate  of  Interest 

Year  ending  realised  per  cent. 

31  Dec.  19   

,,       19  

»       19  

,,       19  

„       19  

During    Quin- 
quennium  


(8.)  Has  an  investigation  been  made  into  the 
mortality  or  sickness  experience  of  the 
Society?  If  so,  give  the  particulars  of 
the  observations,  and  the  results  deduced 
therefrom  at  the  various  ages. 

(Where  convenient,  these  particulars 
and  results  may  be  furnished  on  a  separate 
sheet.) 

(9.)  To  what  causes  may  be  attributed  the  surplus 
or  deficiency  shown  by  the  valuation  ? 

J^ote. — Where  the  accounts  of  any  of 
the  various  benefit  funds  are  kept  dis- 
tinct, the  answer  should  deal  with  each 
fund  separately. 

(10.)  Fill  in  the  particulars  required  in  the 
appended  Schedule. 
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The  following  forms,  being  Forms  Nos.  3  to  16  inclusive,  are  specimens 
of  two  complete  sets  of  books,  &c.,  prepared  for  the  use  of  Friendly  Societies 
for  Messrs.  Shaw  &  Sons,  Local  Government  Publishers,  of  7  Fetter  Lane, 
London,  E.G.,  and  they,  as  are  also  Forms  Nos.  18  to  20,  are  here  included 
by  the  permission  of  Messrs.  Shaw  &  Sons,  from  whom  they  may  be 
obtained  ;  the  number  in  brackets,  on  the  right  hand  of  each  form  number, 
is  Messrs.  Shaw's  reference  number. 

The  first  set  of  books  consists  of  Forms  Nos.  3  to  9  inclusive,  which  were 
settled  by  H.  Tompkins,  Esq. ;  the  second  set  consists  of  Forms  Nos.  10  to 
16  inclusive,  which  were  settled  by  R.  G.  Norman,  Esq.,  and  examined  by 
G.  Davies,  Esq.,  F.R.S. 

Form  No.  3  [1],  Cash  Steward's  Account  Book 


Names  of  Members  paying  to  Cash  Steward. 


This  is  used  for  receipts  only,  and  both 
sides  are  ruled  alike. 


Amount  Received. 


Form  No.  4  [21  Check  Steward's  Account  Book 


Members'  Names. 

Due  from  Members  for 

Date. 

Sickness 
Contributions. 

A  Sum  at 
Death. 

Fines,  &c. 

Totals  Paid. 

£      s.      d. 

£       s.        d. 

£       S.        d. 

£       s.       d. 

i 

Dr. 


Form  No.  5  [3],  Treasurer's  Cash  Book 

Receipts. 


Date. 


From  whom  Received. 


£  «. 


Or. 


Payments. 


Date. 


To  whom,  and  for  what  Paid. 


£         i.         ^- 
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Form  No.  7  [5],  Members'  Ledger 
{Left-hand  page.) 


Name 


Admitted 
Occupation 
Married  or  Single 
Signature 


19 


Became  free 


Address 


Born,  19 
19 


Date. 


Dr.    To  Payments  to  the 
Members. 


Sick  Pay. 


£     s.     d. 


At  Death. 


£     s.     d. 


Other 
Payments. 


Total. 


£     s.     d. 


£     8.     d. 


(  Right-hand  page. ) 
Benefits  for  which 

A  Weekly  Allowance  in  Sickness  of 

A  Sum  of  at  Death,  Rule 

A  Sum  of  at  the  Death  of  his  Wife,  Rule 


contributes  :- 
per  Week,  Rule 


Date. 


Cr.    By  Receipts  from  the 
Members. 


Contribution. 


A  Sum  at 
Death. 


Fines,  <&c. 


£    8.    d. 


£    8.     d. 


Jb     s.     d. 


Total. 


£    «.    d. 


Form  No.  8  [6],  Register  of  Members 

{Left-han  d  page. ) 


Members  born  in  the  Year  19 


I 


Number 

of 
Members. 


Names  of  Members. 


Contributions  Annually 
Receivable  until  the  Age  of 


Benefits  Payable  Weekly. 


In  Sickness  until  the  Age  of 


60. 


£    s.    d. 


66. 


£     8.    d. 


During 

the  whole 

of  Life. 


£     s.    d. 


60. 


£    a.    d. 


66. 


£    s.    d. 


During 
Life. 


£     «.    d. 


£    8.  d. 


(Eight-hand  page.) 


Members  born  in  the  Year  19 


Number  of 
Members. 


Names  of  Members. 


Date  of  Death. 


Date  of  Exclusion. 


Date  of 
Withdrawing 
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Form  No.  13  [5*],  Cash  Book 


(Every  page  ruled  alike.) 
Form  No.  14  [6*],  Treasurer's  Ledger 

Form  No.  15,  Annual  Account  Book 

Both  these  forms  are  books  of  the  ordinary  ledger  ruling. 


,    £    «.    d 


Form  No.  16  [8*],  Members'  Ledger 


£    8.     d. 


£    s. 


Minutes  op  Enrolment 

Trade  or  Profession 

Residence 

Born 

Admitted  Age 

Free 

Assurance 


Died 

Residence  at  Death 

27 


Remarks 
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Form  No.  17  [31],  Deposit  Book 

{The  following  would  he  printed  on  Cover) 
Monthly  Contribution  Book 
No. 

This  Book  must  be  brought  or  sent  with  the  Monthly  Contribution  every 
time,  or  the  Money  cannot  be  received. 

The  Contributions  are  to  be  paid  on  the  in  every 

Month,  at  the  between  the  hours  of 

Every  Member  being  in  Arrear  for  Months,  but  not  exceeding 

Months,  shall  pay  a  Fine  equal  to  part  of  every 

Monthly  Payment  so  due ;  and  every  Member  being  in  Arrear  for 
Months,  but  not  exceeding  Months,  shall  pay  a  Fine  equal  to 

part  of  every  Monthly  Payment  so  due  j  and  if  all  Arrears  and  Fines  be  not 
paid  and  discharged  before  the  expiration  of  the  Month,  every 

Member  so  offending  shall  forfeit  every  Claim,  Allowance,  and  Benefit  assured  in 
any  Share  or  Shares  which  may  not  have  been  exempted  from  Forfeiture  by 
the  full  redemption  of  the  Monthly  Contributions  relating  thereto. 

(^And  each  page  ivould  be  ruled  as  under,  each  division 
representing  a  half-year.) 


Date  of 
Payment. 

Secretary's 
Signature. 

Sick 
Fund. 

Burial 
Fund. 

Annuity 
Fund. 

Endow- 
ment 
Fund. 

Arrears. 

Fines. 

s.        d. 

s.        d. 

8.        d. 

8.         d. 

s.        d. 

8.          d. 

Date  of 
Payment. 

Secretary's 
Signature. 

Sick 
Fund. 

Burial 
Fund. 

Annuity 
Fund. 

Endow- 
ment 
Fund. 

Arrears. 

Fines. 

8.          d. 

8.        d. 

8.        d. 

3.        d. 

8.           d. 

1 

■ 
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Form  No.  18  [33],  Register  of  Sickness  and  Mortality 
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Gazette    Notices.      See  Bankkuptcy,  Companies,  Partner- 
ship, &c. 

Guarantee.     See  Cautionry,  Mercantile  Guarantees 

Hire  Purchase  Contracts 

In  the  construction  of  agreements  for  the  sale  of  articles  on  what  is 
popularly  known  as  the  "  hire  purchase  system,"  the  provisions  of  sees.  2 
and  9  of  the  Factors  Act,  1889  (extended  to  Scotland  by  the  Factors 
(Scotland)  Act,  1890,  and  sec.  25,  sub-sec.  2,  of  the  Sale  of  Goods  Act, 
1893),  must  be  kept  in  view.  Since  these  Acts  were  passed,  very  fine 
distinctions  have  been  drawn  by  the  Court  as  to  the  validity  of  a  sale  by 
the  person  in  possession  of  the  goods,  and  upon  the  point  in  question  the 
following  two  cases  may  be  contrasted  {Lee  v.  Butler,  1893,  2  Q.B.  318 ; 
and  Helby  v.  Matthews,  1895  (H.L.)  A.C.  471).  The  right  of  the  original 
seller  of  the  goods  to  claim  possession  from  a  bona  fide  purchaser  from 
the  hirer  would  seem  to  depend  on  the  insertion  in  the  agreement  of 
hiring  of  a  clause  to  the  following  or  similar  effect,  namely,  that  "the 
hirer  may  terminate  the  hiring  by  delivering  up  to  the  owner  said  .  .  ." 
{M'Laren  v.  Innes,  1896,  12  Sh.  Ct.  Reps.  308).  The  form  given  below 
is  taken  from  the  case  of  Helby  v.  Matthews,  supra,  where  the  Court  held 
that  upon  a  true  construction  of  the  agreement  the  hirer  was  under  no 
legal  obligation  to  buy,  but  had  an  option  either  to  return  the  piano  or  to 
become  its  owner  by  payment  in  full ;  and  that  the  owner  was  entitled  to 
recover  the  piano  from  a  pawnbroker  with  whom  the  hirer  had  pledged  it 
in  security  for  an  advance. 


Form  1,  Form  of  Eire  Purchase  Agreement 

Minute  of  Agreement  between  A.  B.  (designation)  of  the  first  part,  hereinafter 
referred  to  as  the  owner,  and  C.  D.  (designation)  of  the  second  part,  herein- 
after referred  to  as  the  hirer. 

This  agreement  witnesseth  that  the  owner  agrees,  at  the  request  of  the  hirer, 
to  let  or  hire  to  the  hirer  ,  in  consideration  of  which  the  hirer  agrees 

as  follows  : — (First),  to  pay  the  owner  on  the  a  rent  or  hire  instalment 

of  and  the  sum  of  on  of  each  succeeding  month 

for  .     (Second),  to  keep  and  preserve  the  said  instrument  from  injury 

[damage  by  fire  included].  (Third),  to  keep  the  said  instrument  in  the  hirer's 
own  custody  at  the  above-named  address,  and  not  to  remove  the  same  [or  permit 
or  suffer  the  same  to  be  removed]  without  the  owner's  previous  consent  in  writing. 
(Fourth),  that  if  the  hirer  do  not  duly  perform  this  agreement,  the  owner  may 
(without  prejudice  to  his  rights  under  this  agreement)  terminate  the  hiring  and 
retake  possession  of  the  said  .     And  for  that  purpose  leave  and 

licence  is  hereby  given  to  the  owner  [or,  agent  and  servant,  or  any  other  person 
employed  by  owner]  to  enter  any  premises  occupied  by  the  hirer  or  of  which  the 
hirer  is  tenant,  to  retake  possession  of  the  said  without  being  liable 

to  any  action,  diligence,  or  other  proceeding  by  the  hirer  or  any  one  claiming 
under  said  hirer.  (Fifth),  that  if  the  hiring  should  be  terminated  by  the  hirer 
(under  Clause  A  below),  and  the  said  be  returned  to  the  owner,  the 

hirer  shall  remain  liable  to  the  owner  for  arrears  of  hire  up  to  the  date  of  such 
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return,  and  shall  not  on  any  ground  whatever  be  entitled  to  any  allowance,  credit, 
return,  or  set-off  for  payments  previously  made.  For  which  causes,  and  on  the 
other  part,  the  owner  agrees  (A)  that  the  hirer  may  terminate  the  hiring  by 
delivering  up  to  the  owner  the  said  .    (B)  If  the  hirer  shall  punctually 

pay  the  full  sum  of  at  date  of  signing,  and  the  balance  by 

monthly  instalments  of  in  advance  as  aforesaid,  the  said 

shall  become  the  sole  and  absolute  property  of  the  hirer.  (C)  Unless  and  until 
the  full  sum  of  £  be  paid,  the  said  shall  be  and  continue 

to  be,  the  sole  property  of  the  owner. 

The  records  of  the  lessee  of  the  goods  will  differ  materially  from  the 
records  of  the  lessor.  The  problem  presented  by  the  transaction  is  similar 
in  each  case,  but  the  considerations  affecting  the  record  differ.  These 
considerations  are  fully  discussed  in  the  "  Encyclopaedia  of  Accounting,"  vol. 
iii.  p.  272,  et  seq.  q.v. 

The  essential  consideration  from  the  lessee's  point  of  view  is  that  he 
makes  a  specified  number  of  equal  payments  at  regular  intervals  ;  each  of 
those  payments  is  in  respect  of  the  use  of  the  goods  leased,  and,  while 
nominally  the  rent  for  their  hire,  these  payments  are  also,  in  the  event  of 
the  bargain  being  carried  to  its  conclusion,  an  instalment  of  principal  plus 
interest  on  the  balance  of  the  principal  outstanding  after  the  previous  pay- 
ment. His  records  must  therefore  show  (1)  that  he  is  acquiring  an  asset 
of  increasing  value  as  the  term  of  purchase  elapses;  and  (2)  that  a 
decreasing  proportion  of  the  instalment  is  to  be  reckoned  as  interest,  and 
a  correspondingly  increasing  proportion  regarded  as  towards  the  purchase 
price.  The  real  difficulty  in  treating  of  this  class  of  transactions  lies  in 
the  alternatives  possible,  namely,  firstly,  in  the  event  of  the  instalments 
being  regularly  met  for  the  whole  term,  of  the  goods  becoming  the  property 
of  the  lessee,  and  in  the  progress  of  the  acquisition  an  increasing  amount 
would  be  included  in  the  lessee's  balance  sheets  as  the  value  of  the  share 
already  acquired ;  and,  secondly,  in  the  event  of  failure  to  carry  the  con- 
tract to  its  completion,  there  is  no  claim  on  the  lessor  for  repayment  of 
any  part  of  the  instalments,  and,  therefore,  no  asset  would  in  that  case 
exist  in  respect  of  the  amount  of  the  principal  included  in  the  instalments 
paid,  and  accordingly  the  amount  included  in  the  balance  sheet  on  the 
first  assumption  would  in  this  case  fall  to  be  written  against  revenue,  as 
having  been  more  of  the  nature  of  rent  of  the  goods  leased  than  a  payment 
towards  their  price  for  acquisition.  In  such  a  case  of  failure  to  complete 
the  bargain  the  asset  would  entirely  vanish,  but  this  will  only  happen 
either  when  the  lessee  sees  it  to  be  to  his  own  advantage  to  discontinue 
the  payments  or  in  the  event  of  his  bankruptcy ;  in  the  former  case  the 
supposed  advantage  would  have  to  be  regarded  as  responsible  for  the 
extinction  of  the  asset,  and  in  the  latter  case,  it  would  be  merely  a  shrinkage 
common  to  nearly  all  assets  in  some  degree  under  such  circumstances. 

The  simplest  plan  of  record  for  the  lessee  is  to  debit  say  plant  account, 
and  credit  the  personal  account  of  the  lessor  with  the  cash  price  at  the 
time  of  purchase.  Then  prepare  a  schedule  of  instalments  on  the  annuity 
principle,  showing  the  amount  of  principal  and  interest  in  each  instalment, 
and  as  each  instalment  is  paid  post  from  the  credit  of  the  cash  book  the 
amount  of  principal  included  in  such  payment  to  the  debit  of  the  lessor's 
account,  and  the  amount  of  interest  in  such  instalment  to  the  debit  of 
interest  account.  At  the  balancing  of  the  books  there  would  be  a  balance 
at  the  credit  of  the  lessor's  account  of  the  cash  price,  less  the  principal  in 
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the  instalments  to  date,  and  at  the  debit  of  the  particular  plant  account 
there  would  be  a  balance  of  the  cash  price  standing  as  the  value  of  the 
asset  in  that  plant.  Then,  considering  that  the  cash  price  of  that  plant  is 
regarded  as  an  asset  of  the  lessee  (and  it  must  be  assumed  to  be  his  inten- 
tion to  acquire  the  plant  outright),  it  will  be  necessary  to  write  down  the 
asset  for  the  depreciation.  It  is  not  desirable  to  show  these  adjustments 
on  the  account  of  the  asset,  which  should  be  kept  as  far  as  possible  capable 
of  agreement  with  the  lessor's  account,  from  which  it  would  differ  only  by 
the  instalments  of  principal  paid  to  date,  and  it  is  usually  a  preferable 
method  to  open  a  special  depreciation  reserve  account  for  this  asset,  to 
which  the  annual  provision  for  depreciation  would  be  credited  until  the 
completion  of  the  hire  purchase  period,  at  which  time  the  total  of  such 
depreciation  reserve  account  would  be  written  into  the  particular  plant 
account,  thus  reducing  the  book  value  of  the  plant  to  its  estimated  value. 
In  the  balance  sheets  of  the  lessee  during  the  term  of  purchase  the  amount 
at  the  debit  of  the  particular  plant  account  should  be  separately  specified 
as  an  asset,  and  against  it  should  be  placed  the  amount  at  the  credit  of 
the  lessor's  account,  representing  the  unpaid  balance  of  the  cash  price. 
And  from  the  net  value  so  ascertained  there  should  be  deducted  the 
amount  of  the  depreciation  reserve  account  referred  to  above,  thus  carrying 
out  as  the  net  asset  the  written-down  value  of  the  lessee's  interest  in  the 
plant. 

There  is  nothing  peculiar  in  the  forms  of  the  lessee's  records  then,  and  as 
regards  the  lessor's  principal  records  also  the  forms  are  not  special  to  the  hire 
purchase  system.  The  essential  considerations  of  such  a  transaction  from 
the  lessor's  point  of  view  are  :  (1)  that  until  the  final  instalment  is  paid  he 
may  regain  possession  of  the  goods ;  (2)  that  the  value  of  his  property  in 
the  goods  decreases  with  each  payment ;  and  (3)  that  each  payment  con- 
tains a  decreasing  amount  of  interest  and  an  increasing  amount  of  principal. 

Such  a  transaction  from  the  point  of  view  of  a  lessee  is  a  special  one, 
and  in  ordinary  businesses  only  one,  or  perhaps  two  hire  purchase  agree- 
ments are  running  concurrently.  But  a  lessor  under  such  contracts  is 
usually  in  a  different  position,  as  these  contracts  are  a  part  of  his  ordinary 
business  transactions.  His  bookkeeping  must  then  be  adapted  to  meet 
the  nature  of  the  transactions  entered  into.  In  every  case  where  these 
contracts  form  an  appreciable  part  of  a  business  they  should  be  kept  as  a 
separate  department.  There  is  shown  hereunder  a  set  of  books  for  use  in 
such  circumstances ;  this  set  records  the  transactions  as  primarily  a  con- 
tract for  hire  : — 


First  Method— 


Form  2,  Instalments  Register,  19 


H.P. 

Contract 
No. 


Name  and  Address. 
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It  is  customary  to  send  notices  a  few  days  prior  to  the  due  date  of  the 
instalments,  and  to  prevent  an  oversight  in  this  matter  it  is  absolutely 
necessary  to  have  such  a  register  as  the  foregoing.  The  manner  of  use  of 
the  register  is  similar  to  the  corresponding  section  of  the  bills  books,  every 
contract  has  the  due  dates  of  its  instalments  entered  in  the  month  column 
on  which  its  instalments  fall  due  by  the  insertion  of  the  day  of  the  month. 
The  register  would  be  written  up  afresh  yearly.  A  tick  over  the  particular 
date  is  sufficient  evidence  of  the  notice  having  been  sent. 

Form  3,  Hire  Purchase  Day  Book 


Date. 


Name. 


Description  of 
Goods. 


Price 

H.P. 

per 

Intervals. 

Led. 

Contract. 

Fol. 

£     8.      d. 

Cost 
Price. 


£    s.     d 


If  the  contracts  on  the  hire  purchase  system  are  not  numerous  enough 
to  render  a  special  Day  Book  necessary,  such  transactions  could  be  passed 
through  the  ordinary  Day  Book  provided  with  a  special  column  for  the 
cost  price.  The  total  of  the  cost  price  column  would  be  the  basis  for  a 
journal  entry,  hire  purchase  account  Dr.  to  goods  account,  as  the  amount 
of  such  total  would  represent  the  transfer  of  goods  from  the  sales  depart- 
ment to  the  hire  purchase  department. 

TJie  hire  purchase  account  would  be  regarded  as  the  trading  account 
for  the  hire  purchase  department.  At  its  debit  would  appear  (1)  the 
proportion  of  the  cost  price  of  hired  goods  taken  as  stock  on  hire  at 
the  beginning  of  the  period  (valued  as  hereafter  shown) ;  and  (2)  the  total 
of  the  cost  price  column  in  the  Day  Book,  being  the  cross  entry  between 
this  account  and  goods  account;  and  on  the  credit  side  would  appear 
(1)  instalments  received,  per  the  hire  purchase  column  in  the  Cash  Book, 
plus  overdue  instalments  at  the  close  of  the  period  and  minus  instalments 
overdue  at  the  beginning  of  the  period ;  and  (2)  the  proportion  of  cost 
price  of  hired  goods  taken  as  stock  on  hire  at  the  close  of  the  period 
(valued  as  hereafter  explained).  The  Or.  balance  on  the  account  would 
then  represent  the  gross  profit  on  this  department's  trading. 

Form  4,  Cash  Book 

«3 

t 

Bank. 

Cash. 

Cash. 

Bank. 

t 

It 
11 

je  8.  d. 

6   8.    d. 

£     8.     d. 

£   8.   d. 

£   8.   d. 

£     8.     d. 

£   8.    d 

e  ..  d. 

&   M. 

1 
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The  foregoing  is  an  adaptation  of  the  analytical  style  of  Cash  Book. 
Discount  columns  might  be  added  if  necessary,  the  characteristic  feature 
to  be  illustrated  above  being  the  addition  of  the  hire  purchase  ledger 
column.  The  instalments  on  such  contracts  would  all  be  entered  in  this 
column,  and  from  thence  posted  to  the  account  of  the  lessee  in  the  Hire 
Purchase  Ledger.  The  total  of  this  column  is  the  figure  to  be  carried 
to  the  credit  ot  the  hire  purchase  account  as  the  gross  receipts  under  these 
contracts,  as  just  explained. 

Form  5,  Hire  Purchase  Ledger 

Contract  No.  .     Name,  designation,  and  address  of  lessee 

Description  of  property  hired  .     Date  of  contract  ,19     . 

Cost  price,  ■£  .     Amount  payable  under  contract,  £  ; 

in  instalments  of  £>  at  intervals  of  ;  first 

payment  due  and  the  final  payment 

{Any  special  circumstances  peculiar  to  the  particular  contract  to  be  given  here.) 

H.P.  Day  Book  Folio 


£    s.     d. 


This  ledger  is  often  printed  with  the  full  copy  of  the  ordinary  contract 
at  the  head  of  each  page  instead  of  having  blanks  for  the  main  particulars 
only  as  above.  On  the  account  being  opened  it  is  debited  with  all  the 
instalments  which  are  to  fall  due  during  the  currency  of  the  contract,  and 
on  the  credit  side  are  noted  the  payments  of  the  various  instalments  with 
the  Cash  Book  folio  on  which  the  payment  is  shown.  This  ledger  is  not  a 
part  of  the  double  entry  system ;  it  is  more  of  the  nature  of  a  memorandum 
book. 

The  value  of  the  stock  on  hire  at  the  balancing  dates  is  ascertained 
from  the  H.P.  ledger  on  the  following  basis  : — 

The  total  price  payable  under  the  contract  is  to  the  total  instalments 
paid  (as  shown  by  the  credit  side  of  the  account)  as  the  cost  price  is  to 
the  amount  to  be  deducted  from  the  cost  price  to  arrive  at  the  value  of 
the  goods  as  stock  on  hire. 

The  accounts  in  the  Hire  Purchase  Ledger  would  have  to  be  dealt  with 
individually  in  this  way  and  an  inventory  of  these  stock  values  prepared. 
The  total  of  this  inventory  would  be  passed  through  the  hire  purchase 
account  in  the  general  ledger,  already  referred  to,  and  would  also  appear 
in  the  lessor's  balance  sheet  as  stock  on  hire.  This  asset  is  represented  by 
the  proportion  of  the  cost  price  not  included  in  the  instalments  yet  paid, 
and  is  the  value  of  the  lessor's  interest  in  the  partly-paid  goods,  valued,  of 
course,  at  cost  price. 

Second  Method — 

The  underlying  assumption  of  this  method  is  that  the  contract  is  really 
a  sale  with  payment  of  the  price  by  instalments,  the  seller  retaining  a 
right  to  the  goods  of  the  nature  of  a  lien  for  any  unpaid  balance  of  the  price. 

The  Instalments  Register  would  be  in  Form  2,  supra. 


426 


HIRE   PURCHASE    CONTRACTS 


The  Hire  Purchase  Day  Book  would  be  as  in  Form  3,  supra,  excepting 
that  the  column  there  appropriated  to  cost  price  would  now  be  for  the 
cash  price  of  the  article  hired.  Aseparate  Day  Book  is  not  essential,  the 
provision  of  a  special  column  being  sufficient.  The  total  of  this  cash  price 
column  would  be  carried  to  the  credit  of  a  hire  purchase  sales  account 
which  is  a  subdivision  of  the  general  goods  account.  The  interest  is  only 
chargeable  in  respect  of  the  balance  of  the  price  outstanding,  and  as  in 
this  case  only  the  cash  price  is  at  first  charged  to  the  lessee,  it  is  necessary 
to  debit  his  account  with  the  interest  as  it  falls  due.  To  facilitate  the 
charging  of  this  interest,  it  is  necessary  to  have  the  ledger  in  such  form  as 
shows  at  once  the  balance  of  principal  outstanding. 


Form  6,  Hire  Purchase  Ledger 

{Printed  form  of  ordinary  contract  of  hire  purchase  or  'particulars  of  each  con- 
tract to  appear  at  the  head  of  each  account.     All  as  in  Form  5.) 
Dr.  Cr. 


1903. 
Jan.    1. 


Dec.  31. 


1904. 
Dec.  31. 

1905. 
Dec.  31. 

1906. 
Dec.  31. 

1907. 
Dec.  31 


To  cash  price  of 
60  waggons, 
&c. 

„  year's  in- 
terest at  5  per 
cent. 


Fol. 

(Debits-Cash 
Price  and 
Interest.) 

(Bal.  of  Cash 
Price  out- 
standing.) 

D.B. 
13 

JC      s.     d. 
2597  13    9 

£     3.     d. 

J.    8. 

129  18     0 

2127  11     9 

J.  14. 

106     8     0 

1633  19     9 

J.  21. 

81  14     0 

1115  13     9 

J.  27. 

55  15     9 

571     9     6 

J.  34. 

28  10     6 

3000     0     0 

1904. 
Dec.  31. 

1905. 
Dec.  31. 

1906. 
Dec.  31. 

1907. 
Dec.  31 


By    1st  instal- 
ment 

.,  2nd 

„  3rd 

.,  4th 

„  5th 


C.B. 
101 

C.B. 
230 
C.B. 

7 
C.B. 


(Credits-In- 
stalments.) 


£      i.    d.\ 
600  0  C 


600  0  C 

600  0 

600  0  C 

600  0  C 


I  £  3000  0  0 

If  the  instalments  be  calculated  at  a  definite  rate  of  interest  on  the 
outstanding  balances  from  time  to  time,  such  an  account  can  be  kept 
without  having  a  schedule  of  the  principal  and  interest  in  each  instalment 
prepared  for  each  of  the  contracts  in  force.  In  the  foregoing  example  the 
cash  price  is  debited  at  £2597,  13s.  9d.,  and  at  the  end  of  the  first  year 
the  account  is^  further  debited  with  5  per  cent,  on  that  amount — viz., 
£129, 18s.  This  £129, 18s.  is  the  interest  included  in  the  first  instalment 
of  £600,  so  that  by  adding  the  £129,  18s.  to  the  amount  of  the  cash  price, 
and  deducting  the  whole  instalment  of  £600,  we  have  the  amount  of 
principal  outstanding  after  the  payment  of  that  first  instalment.  This 
balance  of  the  cash  price  we  carry  into  the  column  appropriated  to  that 
purpose.  The  5  per  cent,  for  the  second  year  will  be  calculated  on  this 
balance  of  £2127,  lis.  9d.,  and  the  amount  so  ascertained  will  be  debited 
to  the  account.  This  ascertained  interest  is  again  the  interest  in  the 
instalment  then  payable,  and  by  adding  such  interest  to  the  balance  of  . 
principal  then  outstanding,  and  deducting  the  whole  £600  of  instalment  I 
then  payable,  we  have  again  the  balance  of  the  cash  price  still  outstanding  ; 
and  so  on  from  year  to  year. 
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The  Cash  Book  kept  for  such  a  system  may  be  any  one  of  the  simple 
forms,  or  as  in  Form  4,  supra.  This  form  has  the  advantage  of  admitting 
of  the  Hire  Purchase  Ledger  being  made  self-balancing. 

The  only  other  book  necessary  is  a  Hire  Purchase  Interest  Journal. 
At  the  end  of  each  year,  when  the  books  are  to  be  balanced,  the  Hire  Pur- 
chase Ledger  would  be  gone  over,  and  every  item  of  interest  found  debited 
to  any  account  for  that  year  would  be  journalised,  stating  the  particular 
account  Dr.  to  Hire  Purchase  Interest  Account.  In  its  main  features  this 
journal  would  be  more  like  a  Day  Book,  but  appropriated  to  interest  instead 
of  goods.  The  total  of  the  interest  shown  in  this  journal  would  be  credited 
to  the  Hire  Purchase  Interest  Account,  and  would  represent  the  aggregate 
charge  on  customers  on  their  outstanding  balances  during  the  year. 

At  the  date  of  the  balance  sheet  the  balances  standing  on  the  Hire 
Purchase  Ledger  would  be  taken  off  like  ordinary  book  debts  after  the 
interest  up  to  date  had  been  debited  to  each  account,  and  in  the  balance 
sheet  itself  these  balances  would  stand  as  balances  due  on  hire  purchase 
accounts — i.e.,  the  amount  of  these  balances  would  be  regarded  as  book 
debts,  not  stock  on  hire  as  by  the  first  method. 

Income  Tax 

For  convenience  of  administration  and  collection,  the  income  tax  is  divided 
into  five  groups  or  schedules,  viz. : — 

Schedule  A,  profits  from  ownership  of  real  property  (Landlords' 

Property  Tax). 
Schedule  B,  profits  from  the  occupation  of  land  for  husbandry. 
Schedule  C,  interests  and   dividends   from    public   funds  of  the 

United  Kingdom  and  foreign  countries. 
Schedule  D,  profits  from   business,    professions,    occupations,  &c., 
and  also  interests,  annuities,  and  all  other  income  not  specifi- 
cally assessed  under  one  of  the  other  schedules. 
Schedule  E,  income  as  salary,  pension,  or  annuity  from  any  employ- 
ments in  the  public  service  or  under  any  public  body. 
Schedule  A.  The  assessment,  with  certain  exceptions,  is  made  on  the 
occupier,  and  he  is  entitled  to  deduct  from  the  rent  payable  by  him  to  the 
landlord  the  tax  so  paid. 

The  gross  rent  is  subjected  to  a  deduction  of  one-eighth  in  the  case  of 
lands,  inclusive  of  farm  buildings,  and  of  one-sixth  in  the  case  of  other 
buildings,  in  respect  of  the  estimated  average  charge  on  the  gross  rent  for 
maintaining  the  subjects  in  such  condition  as  to  yield  such  a  rent.  The 
rent  under  the  aforesaid  deductions  is  the  ANNUAL  value,  and  is  equiva- 
lent to  the  estimated  profit  from  ownership  accruing  to  the  landlord. 
Where  the  annual  value  is  ascertained  by  reference  to  the  profits  of  the 
undertaking,  as  in  the  case  of  quarries  and  mines,  no  deduction  is  given. 
If  the  interest  on  any  mortgage  or  due  of  superiority  is  paya.ble  out  of  the 
rent  receivable  by  the  landlord,  he  is  entitled  to  deduct  on  payment  of 
such  interest  the  income  tax  on  such  payment,  thereby  recouping  himself 
for  the  proportion  of  the  assessment  effeiring  to  the  mortgagee's  or 
superior's  interest  in  the  subjects.  In  this  way  the  principle  of  assessment 
of  income  at  its  source  is  carried  out. 

Where  a  trader  has  paid  a  premium  for  a  lease  of  his  business  premises, 
the  assessment  will  be  on  the  annual  value,  and  not  on  the  rent  payable 
by  him.  He  would  therefore  pay  more  under  Schedule  A  than  he  would  be 
entitled  to  deduct  from  the  rent  payable  to  his  landlord,  but  in  his  profit 
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and  loss  account  he  would  be  entitled  to  debit  as  rent  the  whole  annual  value 
on  which  the  Schedule  A  assessment  had  been  made,  and  this  charge  would 
have  the  effect  of  reducing  his  assessment  under  Schedule  D  in  respect  of  pro- 
fits from  the  business. 

Form  No.  1.      (Off.  No.  9.) 
Schedule  A. — Return  of  particulars  required  for  the  Assessment  of  Messuages 
and  Tenements  for  the  year  ending  5th  April,  19 
{Here  follows  the  usual  demand  hy  the  Assessor  for  the  Return.) 

Schedule  of  Particulars. 


1.  Name  of  the  Street  or  Road  in  which  the  Property 

is  situate,  and  the  Number  of  the  House 
(If  not  numbered,  state  the  name  by  which  the  house  is 
known.) 


2.  Full  Christian  and  Surname  of  Occupier  . 


3.  Name  and  Address  of  Owner     .         .         .         . 
(If  not  known,  state  the  Name  and  Address  of  the  Agent 
or  Person  to  whom  the  rent  is  paid.) 


4.  Whether  the  Property  is  wholly  occupied  as  a — 

(a)  Private  residence,  or  partly  as  a  dwelling- 
house  and  partly  for  Trade  or  Business 
purposes         ...... 

(6)  Nature  of  the  Business,  if  any  . 

5.  If  the  tenancy  is  in  respect  of  part  only  of  a 

House,  or  Premises,  state  what  part 


(a) 


6.  Amount  of  Rent 

£ 

7.  Whether  the  Property  is  held  under  Lease  or 
Agreement  for  a  period  of  years 

Or  by  the  Year,  Quarter,  Month,  or  Week  . 

8.  (a)  Date  of  Lease  or  Agreement ;  (b)  Term  of 
years  for  which  granted  ;  (c)  Whether  granted 
for  any  consideration  in  money,  paid  or  to  be 
paid  by  the  Tenant,  in  addition  to  the  Rent 
reserved  ;   or  {d)  Upon  any  condition  as  to 
Tenant  laying  out  money  in  Improvements     . 

(a) 
(6) 
(c) 
(d) 

9.  If  the  Occupier  is  the  Owner,  or  has  purchased 
the  Lease,  state  the  Annual  Value— i.e.,  the 
Sum  for  which  the  Property  is  worth  to  be 
Let  by  the  year,  the  0*vner  keeping  it  in  repair 

(  Annual  Value  £ 

10.  Amount   of  Land  Tax  (if   any),   and   whether 
borne  by  Landlord  or  Tenant .... 

Land  Tax                             £                    ■ 
Borne  by  the                                              ■ 

11.  Whether  all  usual  Tenants'  Rates  and  Taxes  are 
paid  by  the  Occupier  in  addition  to  the  Rent . 

\ 

12.  Whether  the  Tenant  undertakes  to  bear  the  cost 
of  repairs.  Insurance,  and  other  expenses  neces- 
sary to  maintain  the  Property 

i 

{The  usual  declaration  follows.) 


Schedule  E  is  an  assessment  in  respect  of  profits  from  farming;  it  is 
not  a  property  tax  like  Schedule  A.  Rather  is  it  allied  to  Schedule  D  in 
its  nature,  being,  in  fact,  an  assessment  of  profits,  but  the  ascertainment 
of  such  profits  is  based  upon  different  principles  from  those  obtaining  in 
Schedule  D.  The  assessment  under  Schedule  B  is  based  on  the  rent  or 
annual  value,  and  is  levied  on  one-third  thereof  as  the  occupier's  profits. 
A  farmer,  may,  however,  elect  to  be  assessed  under  Schedule  I). 
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Form  No.  4.    (Off.  No.  lOD.) 

For  the  Year  ending  5th  April,  1 9     . 

Statement  of  Profits  or  Gains  derived  from  Lands  occupied  for  the  purposes 
of  Husbandry  only. 

If  you  elect  to  continue  to  be  assessed  under  the  rules  and  regulations  relating 
to  Schedule  D  of  the  Income  Tax  Acts  for  your  Profits  or  Gains  from  occupying 
Lands  for  the  purposes  of  Husbandry  only,  I  have  to  request  that  you  will  fill  up 
the  subjoined  form  of  Return  and  deliver  the  same  personally,  or  send  it  by 
post  in  a  registered  letter  addressed  to  me,  on  or  before  the  6th  day  of  June 
next,  .  .   .  &c.  .  .  . 

If  no  return  is  received  from  you  before  the  6th  day  of  June  next,  you  will  be 
assessed  for  the  profits  derived  from  the  lands  in  your  occupation  under  the  Rules 
of  Schedule  B  of  the  Income  Tax  Acts. — &c.  .   . 

Statement  or  Schedule  of  Parishes  in  which  Lands  are  situated  and  the  amount  of  Profits  or  Gains. 


Names  of  Parishes. 


Amount  of  Profits  or  Gains. 

N.B.— The  full  amount  of  Profits  or  Gains  must  be  stated 
whether  exemption  or  abatement  be  claimed  or  not. 


(1)  Insert  Name  of 
PHrisli. 

(2)  State  whether  you 
desire  to  be  assessed  by 
the  Commissioners  of  the 
District  under  Number 
or  Letter,  or  by  the 
Special  Commissioners. 
If  not,  strike  out  the 
words  in  italics,  "and 
I  desire."  &c. 


General  Declaration 

I  hereby  declare  that  in  the  foregoing  statement  I 
given  a  full  and  complete  Return  of  the  whole  of  the  Income 
derived  from  lands  occupied  by  me  for  the  purposes  of 
Husbandry  in  respect  of  which  I  desire  to  be  assessed 
according  to  the  Rules  and  Regulations  relating  to  Schedule 
D  of  the  Income  Tax  Acts,  and  I  elect  to  be  assessed  int 
respect  of  such  Income  in  the  Parish  of  ^^' 
and  I  desire  to  be  assessed  by  the  '^^^ 


Date, 


Address, 
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Form  No.  5.    (Off.  No.  11.) 

(Parish  or  Place.) 

{No.  of  Assessment.) 

Income  Tax,  Schedule  D. 

Eeturn  for  Assessment  for  the  Year  ending  5th  April,  1905. 

{Here  follows  the  Detnandfor  the  Return.) 

Rules  and  Regulations  for  calculating  Profits  from  Trades,  Professions, 
Employments,  or  Vocations — (Schedule  D). 

The  Tax  extends  to  the  Profits  of  all  Trades,  &c.,  carried  on  or  exercised  in 
the  United  Kingdom  by  any  Person  whatsoever,  whether  a  subject  of  His  Majesty 
or  not,  and  wheresoever  residing ;  and  also  to  the  Profits  of  Trades  as  carried  on 
or  exercised  elsewhere  than  in  the  United  Kingdom,  if  carried  on  or  exercised  by 
Persons  residing  in  the  United  Kingdom. 

The  Balance  of  Profits  is  to  be  returned  at  the  Place  where  the  Trade,  &c.,  is 
carried  on,  on  an  Average  of  the  Three  preceding  Years,  ending  either  on  the 
5th  day  of  April,  1904,  or  on  any  prior  date  to  which  the  Annual  Accounts  of  the 
Trade,  &c.,  have  been  usually  made  up ; 

Or,  if  the  Trade,  &c.,  has  been  set  up  or  commenced  within  three  years,  on  an 

average  from  the  period  of  commencing  the  same ; 
Or,  if  commenced  within  the  year  of  Assessment,  the  Profits  are  to  be 
estimated  according  to  the  best  of  your  knowledge  and  belief,  and  the 
grounds  on  which  the  amount  shall  have  been  estimated  should  be  stated 
for  the  information  of  the  Commissioners. 
In  computing  the  Balance  of  Profits  for  the  three  years  of  which  the  average 
is  to  be  taken — 

Deductions  are  allowed — 

For  Repairs  of  Premises  occupied  for  the  purpose  of  the  Trade  or  Manufacture, 
and  for  the  supply  or  repair  of  Implements,  Utensils,  or  Articles  employed, 
not  exceeding  the  sum  usually  expended  for  such  purposes  according  to 
the  average  of  the  three  years  preceding. 

„  Bad  Debts,  or  such  part  thereof  as  shall  be  proved  to  the  satisfaction  of 
the  Commissioners  to  be  bad ;  also  for  Doubtful  Debts  according  to  their 
Estimated  Value. 

„  the  Rent  of  premises  used  solely  for  the  purposes  of  business,  and  not  as 
a  place  of  residence. 

„  a  Sum  not  exceeding  two-thirds  (as  the  Commissioners  shall  allow)  of  the 
Rent  where  any  dwelling-house  is  partly  used  for  the  purposes  of 
business. 

5;    the  Annual  Value  on  which  duty  has  been  paid  under  Schedule  A  of  any 

premises  occupied  by  the  Owner  solely  for  the  purposes  of  business,  and 

not  as  a  place  of  residence. 
,5    a  Sum  not  exceeding  two-thirds  (as  the  Commissioners  shall  allow)  of  the 

Annual  Value  on  which  Duty  has  been  paid  under  Schedule  A  in  respect 

28 


434  INCOME   TAX 

of  any  dwelling-house  occupied  by  the  Owner  and  partly  used  for  the 
purposes  of  business. 
For  any  other  disbursements  or  expenses  wholly  and  exclusively  laid  out  for  the 
purposes  of  the  Trade,  &c. 

No  Deductions  are  allowed — 

For  any  Interest  on  Capital,  or  for  any  Annual  Interest  or  any  Annuity  or 
other  Annual  Payment,  payable  out  of  the  Profits  or  Gains  (the  duty  on 
such  Interest  or  Annual  Payment  should  be  deducted  from  the  person  to 
whom  the  payment  is  made). 

„    any  Sums  paid  as  Salaries  to  Partners. 

,5  any  Sums  invested  or  employed  as  Capital  in  the  Trade  or  Business,  or 
on  account  of  Capital  withdrawn  therefrom. 

„  any  Sums  expended  in  Improvement  of  Premises,  or  written  off  for 
Depreciation  of  Land,  Buildings,  or  Leases. 

„    any  Loss  not  connected  with,  or  arising  out  of  the  Trade,  &c. 
„    any  Expenses  of  Maintenance  of  the  Persons  assessable,  their  Families,  or 
Private  Establishments. 

„    any  Loss  recoverable  under  an  Insurance  or  Contract  of  Indemnity. 

„  any  Sum  paid  as  Income  Tax  on  Profit  or  Gains,  or  on  the  Annual  Value 
of  Trade  Premises. 

y,  any  Premium  for  Life  Insurance,  or  for  "Wear  and  Tear  of  Machinery  or 
Plant ;  but  Allowances  may  be  claimed  in  respect  of  these  items,  see  page 
2  [of  Form]  (Special  Declarations  and  Claims,  E  <fe  F). 


[Special  Declarations  and  Claims. 
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How  to  be  com- 
puted {see  Rules  on 
)age  1  [of  Form] ), 

According  to  the 
ull  average  Profits 
of  the  three  years 
1901, 1902,  and  1903, 
except  where  the 
Trade,  &c.,  has  been 
sbt  up  within  that 
period. 


According  to  the 
full  amount  arising 
therefrom  in  the 
year  1903. 


1  According  to  the 
full  amount  received 
3r  to  be  received  in 
;he  United  Eing- 
lom  in  the  current 
year  without  any  de- 
luction. 


Railways  out  of  the  United  Kingdom 

Interest  of  Money,  Annuities,  or  other  Annual  Payments  derived  from  ^ 

Property  out  of  the  United  Kingdom,  other  than  Railways  .        .        .  | 

Interest  from  Securities  in  any  of  His  Majesty's  Dominions,  out  of  the  , 

United  Kingdom j 

Interest  or  Dividends  on  Investments  in  Securities  of  Foreign  or  Colonial  ■. 

Governments  or  Companies f 


IV.  Profits  from  Colonial  and  Foreign  Possessions- 
According   to  the    f 
'ull  amount  received    I    Possessions  in  any  of  His  Majesty's  Dominions,  out  of  the  United  King- 

n  the  United  King-    I  (jom  .        .  

iom  on  the  average    | 

of  the  three  years       Foreign  Possessions 

1901, 1902,  and  1903.    v. 

I  V.  Property  or  Profits  not  coming  under  any  of  the  foregoing  heads— 

■   If       certain       in    f 

amount  —  on      the   I 

Profits  of  the  year  J   (State  the  nature  thereof),  and  the  Amount  thereof  is  computed  according 

1903.     If  uncertain    I  to  (state  the  grounds  of  computation,  and  whether  on  an  average  or  not) 

h- on  an  average  of   I 

years.  ^ 

;  Total 


LESS 


Premium  for  Life  Insurance  as  set  out  on  page  2  [of  Form]  (E),  and  not  \ 
deducted  In  arriving  at  the  above  figures ^ 

Wear  and  Tear  of  Machinery  or  Plant  as  set  out  on  page  2  [of  Form] ) 
(F),  and  not  deducted  in  arriving  at  the  above  figures    .        .       .  > 


General  Declaration. 


Net£ 


Amount, 


Statement  of  Income 
for  Assessment,  under  Schedule  D,  to  be  returned  within  21  Days. 
If  you  have  no  Income  falling  under  any  of  the  following  heads,  or  if,  though  you  have  suck 
Income,  the  Income  Tax  has  been  deducted  from  the  ivhole  of  it  before  it  reaches  you,  you  should  enter 
the  word  NIL  in  the  Money  Column  below,  and  sign  the  General  Declaration  at  the  foot  hereof. 

I.  Profits  of  Trade,  Profession,  Employment,  or  Vocation,  viz. : — from 
The  Trade  or  Business  of 

carried  on  by  (in  the  case  of  a  Company  insert  name  of  Company,  and 
whether  Limited,  Incorporated,  or  otherwise),  at 
The  Profession  of 

exercised  by  me  at 
The  Employment  or  Vocation  of 

exercised  or  carried  on  by  me  at 
Buying  and  Selling  Stocks  or  Shares  of  any  description       .        .        .        • 

Letting  Furnished  Houses  or  Furnished  Apartments 

II.  Profits  from  Discounts  and  Interest  of  Money  not  Taxed  by  Deduction — 

Profits  from  Discounts 

Interest  of  Money  (including  Interest  on  Banking  Account  or  Deposits), 
the  duty  on  which  is  not  deducted  by  the  party  paying  such  Interest 
Dividends  in  the  Public  Funds,  of  which  the  Half-yearly  amount  is  less 
than  Fifty  Shillings,  where  such  Dividends  are  not  payable  upon 
Coupons  annexed  to  Stock  Certificates  payable  to  bearer 
III.  Profits  from  Colonial  and  Foreign  Securities,  where  the  Duty  is  not  deducted  by  the  Agent 
entrusted  with  the  payment  thereof — 

/  Interest  of  Money,  Annuities,  or  -Jther  Annual  Payments  arising  from 


Note. — When  the  return  is  made 
by  a  Lady,  she  must  state  after  her 
Signature  whether  Married,  Widow, 
or  Spinster,  as  the  case  may  be. 


I  hereby  declare  that  in  the  foregoing  Statement  I  have  given  a  full  and  complete  Return  of  the  whole  of  my  Income 
chargeable  unaer  Schedule  D,  according  to  the  best  of  my  knowledge  and  belief,  and  according  to  the  Rules  and  Regula- 
;ions  of  the  Acts  of  Parliament,  and  I  desire  to  be  assessed  by  the  * 

Given  under  my  hand,  this  day  of  1904. 

{Signed) 

(Business  Address) 
!  (Residence) 

[state  whether  the  Return  is  made—  ) 

1.  On  your  own  behalf ;  (_ 

2.  As  Trustee,  Agent,  Receiver,  or  Factor,  and  for  whom  ;  or    (* 

3.  As  the  Officer  of  any  Corporation  or  Company  J 

*  If  you  elect  to  be  assessed  by  the  Commissioners  for  the  District  under  a  Number  or  Letter,  the  Return  is  to  be  sent 
[to  the  Clerk  to  Commissioners  ;  if  by  Special  Commissioners,  the  Return  is  to  be  sent  to  the  Surveyor  of  Taxes  under  cover 
endorsed  "  For  Special  Assessment."  If  you  do  not  make  any  election,  you  will  be  assessed  by  the  Commissioners  for  the 
iDistrict  in  the  ordinary  course  in  your  own  Name. 
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Form  No.  6.    (Off.  No.  IIB.) 

No.  of  Assesst. 
Schedule  D.     (No.  III.  Sch.  A.),  1904-5 

Notice   requiring  Return  for   Assessment  for  the  above-mentioned  year,  in 

respect  of  the  annual  value  or  profits  arising  from  the  following  Concerns,  viz. : — 

{a)  Mines  of  coal,  tin,  lead,  copper,  mundic,  iron,  and  other  mines. 

(6)  Quarries  of  stone,  slate,  limestone,  or  chalk ;  iron  works,  gas  works, 

salt  springs  or  works,  alum  mines  or  works,  water  works,  streams 

of  water,  canals,  inland  navigations,  docks,  drains,  and  levels,  fishings, 

rights  of  markets  and  fairs,  tolls,  ways  (except  railways,  for  which 

a  special  form  of  Return,  No.   10b,  is  provided),  bridges,  ferries, 

cemeteries,  and  other  Concerns  of  the  like  nature. 

The  sum  chargeable  as  the  annual  value  or  profits  of  a  mine  of  any  descrip- 
tion for  the  said  year  is  to  be  returned,  on  an  average  of  the  five  preceding  years^ 
or  if  the  working  commenced  within  five  years,  on  an  average  from  the  period  of 
commencing  such  working,  either  ending  on  the  day  of  the  year  when  the 
annual  accounts  of  the  Concern  have  been  usually  made  up,  or  on  the  5th  day  of 
April  immediately  preceding  the  year  of  assessment. 

The  sum  chargeable  as  the  annual  value  or  profits  of  the  several  other  Concerns 
above  described  for  the  said  year  is  to  be  returned  according  to  the  profits  of  the 
preceding  year 

If  in  any  case  the  working  commenced  within  the  year  of  assessment,  the 
Return  should  be  made  according  to  the  best  of  your  knowledge  and  belief,  and 
the  grounds  on  which  the  amount  shall  have  been  computed  should  be  stated  for 
the  information  of  the  Commissioners. 

The  annual  value  or  profits  of  these  several  Concerns  is  to  be  returned,  and 
the  duty  charged,  upon  the  produce  or  value  thereof,  before  paying,  rendering  or 
distributing  such  produce  or  value,  eitlier  between  the  difi'erent  persons  or 
members  of  the  firm,  corporation,  company,  or  society  engaged  in  the  Concern,  or 
to  the  owner  of  the  soil  or  property,  or  to  any  other  person  having  a  claim  on 
or  out  of  the  said  profits. 

In  estimating  the  annual  value  or  profits,  deductions  are  allowed — 

For  the  supply  or  repair  of  implements,  utensils,  or  articles  employed,  not 

exceeding  the  sum  usually  expended  for  such  purposes,  according  to 

an  average  of  five  years,  or  in  the  preceding  year,  as  the  case  may  be. 

For  bad  debts,  or  such  part  thereof  as  shall  be  proved  to  the  satisfaction 

of  the  Commissioners  to  be  bad ;  also  doubtful  debts  according  to  their 

estimated  value. 

For  any  other  disbursements  or  expenses  wholly  and  exclusively  laid  out 

for  the  purposes  of  the  Concern. 

No  deductions  are  allowed — 

On  account  of  loss  not  connected  with  or  arising  out  of  the  Concern. 
For  any  sums  employed  or  intended  to  be  employed  as  capital  therein, 

on  account  of  capital  withdrawn  therefrom. 
For  any  sums  expended  on  improvement  or  extension  of  such  Concern, 
^  written  oflf  for  depreciation  of  land,  buildings,  or  leases. 

On   account   of  any  annual   interest,  annuity,  rent,  or  royalty,  or  other 


I 
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annual   payment  out  of   such  profits  or  gains.       The  duty  on  such 

interest,   royalty,   or  annual  payment,  should  be  deducted  from  the 

person  to  whom  the  payment  is  made. 
For  any  disbursements  or  expenses  of  maintenance  of  the  parties,  their 

families,  or  establishments. 
For  any  sum  paid  as  income-tax  on  the  profits  or  gains  or  on  the  annual 

value  of  any  Concern. 
For  wear  and  tear  of  machinery  or  plant ;  but  allowances  may  be  claimed 

in  respect  of  this  item  (see  Statement  B  hereunder). 
For  any  sum  paid  as  salaries  to  partners. 


Statement. 


style  of  Firm,  Company, 

&c.,  carrying  on  the 

Concern. 


If  not  a  Public  Company 

state  Names  and  Addresses 

of  Partners. 


Places  at  which  the  Busi- 
ness is  carried  on. 


Proats  chargeable  without 

deduction  of  Rent  or 

Royalty,  wear  and  tear, 

or  other  Payments  as 

above  directed. 


B. 


Wear  and  Tear  of  Machinery  or  Plant. 


Amount  claimed  as  a  deduction  for  dimin- 
ished value  by  reason  of  wear  and  tear  where 
the  machinery  or  plant  belongs  to  the  person 
or  Company  carrying  on  the  Concern,  or  is  let 
to  such  person  or  Company  so  that  the  lessee 
is  bound  to  maintain  and  deliver  over  the  same 
in  good  condition  : — 

Value  of  machinery  "i 

or  plant    ../•*'  t 

Amount  claimed  for\ 
wear  and  tear    .   ji' 


Amount  of  rent  paid  for  the  use  of  the  machin- 
ery or  plant  where  the  burden  of  maintaining 
and  restoring  the  same  falls  upon  the  lessor,  in 
which  case  no  deduction  for  diminished  value 
by  reason  of  wear  and  tear  is  allowable  to  the 


Amount,  £ 


(Declaration  follows. ) 
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Form  No.  7.    (Off.  No.  16.) 
The  Co.,  Limited 

Particulars  for  Income  Tax  Assessment,  Schedule  D,  for  the  Year  19 
Extracted  from  the  Corrvpany's  Balance  Sheets 


Period  to 

Period  to 

Period  to 

Period  to 

Balance— Profit      . 
Loan  and  Mortgage  Interest    . 
Chief  Rent     .... 
Royalty          .... 
Income  Tax   .... 
Depreciation — Machinery 
Do.              Engines,     Mill, 
and  Buildings    . 
Other  Items,  viz. : — 

Receipts  and  Transfer  Fees . 

Preliminary     Expenses     (if 

any)        .... 

&     S.     d. 

£     t.     d. 

£    8.     a. 

£     s.     ct. 

Total  addition    £ 
Deduct — 

Balance — Loss    . 

Total  deduction    £ 

Net    £ 

i 

Total  profits  for  3  years 
Average 

Less,  Net  Value  of  Mill  under  Schedule  A 
after  deduction  of  ^th 
„     Depreciation  on  machinery,  boilers,  )   « 
and  gearing 


teA) 


£ 


Note. — Please  state  how  the  amount  of  depreciation  for  19      is  arrived  at : — 

Machinery ....  £  at         per  cent.  £ 

Engines,  boilers,  and  gearing  £  at  ,,         £ 

{The  Act  does  not  authorise  any  allowance  in  respect  o/  Depreciation  of  Mill  and 

Buildings.) 

Signed 

,  Secretary 
Date, 
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It  is  in  the  statement  of  the  profits  for  assessment  under  Branch  I. 
on  Form  5  that  the  real  accounting  difficulties  have  to  be  faced.  It  is  not 
necessary  to  submit  accounts  to  the  surveyors  or  commissioners  in  the  first 
instance ;  they  are  only  called  for  by  these  officials  either  to  satisfy  them- 
selves when  the  return  appears  in  any  respect  abnormal,  or  when  an 
appeal  has  been  intimated  or  a  less  formal  representation  has  been  made 
to  the  surveyors  against  the  amount  of  assessment.  The  accounts  may  be 
in  one  of  two  forms :  the  first  is  a  profit  and  loss  account  excluding  the 
items  which  are  not  allowed  as  deductions  for  assessment  purposes.  This 
account,  however,  does  not  agree  with  the  firm's  profit  and  loss  account,  and 
this  method  should  therefore  not  be  adopted  where  the  books  have  been  kept 
by  double  entry,  although  where  they  have  been  kept  by  single  entry  this 
method  is  the  only  one  available.  The  alternative  method  is  to  copy  the 
firm's  profit  and  loss  account  as  originally  prepared,  and  to  the  net  profit 
brought  out  thereon  to  add  the  items  not  allowed  as  deductions,  and  to 
deduct  items  which  are  allowed  but  which  were  not  debited  in  the  firm's 
accounts. 

The  following  illustration  introduces  the  items  most  usually  requiring 
attention  in  this  respect  and  will  suggest  the  .mode  of  treatment  for  them. 
The  assessable  profit  is  required  for  the  assessment  year  to  5th  April, 
1907,  the  period  covered  by  the  accounts  taken  into  the  average  must 
therefore  be  the  three  years  prior  to  the  5th  April,  1J)06 

Illustration  of  Adjustment  of  Accounts  for  Assessment 

Year  ending  31st  Dec. 
1903.  1904.  1905. 

.     £20,000     22,000     22,500 
.         .  100  90  120 


1.  Gross  Profit  from  Trading 

2.  Dividends  on  Trade  Investments 


£20,100     22,090     22,620 


3.  Salaries,  Wages,  and  Commissions     . 

4.  General  Trade  Expenses  . 

5.  Feu-Duty  and  Mortgage  Interest 

6.  Taxes  and  Insurance 

7.  Income  Tax — Sch.  A  and  D     . 

8.  Donations  and  Subscriptions     . 

9.  Depreciation  of  Buildings,  and  Repairs 

10.  Depreciation  on  Plant  and  Furnishings 

per  cent.      ..... 

11.  Bad  Debts  (including  Reserve  therefor) 

12.  Salaries  to  Partners 

13.  Interest  on  Capital  .... 
U.  Balance,  being  divisible  profit  . 


Balance  of  Profit  as  above  (14)     . 

Deduct — 
Dividends  on  Trade  Investments  (2) 


at  10 


Carry  forward    . 


£2,800 

2,850 

2,860 

4,300 

4,970 

5,140 

1,200 

1,200 

1,200 

250 

250 

255 

200 

210 

225 

70 

120 

130 

1,600 

1,400 

1,200 

400 

430 

420 

600 

570 

580 

1,000 

1,000 

1,000 

800 

810 

830 

6,880 

8,280 

8,780 

£20,100     22,090     22,620 


£6,880       8,280      8,780 
100  90  120 


£6,780       8,190       8,660 
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Brought  forward 
Add — Deductions  in  accounts  not  allowable — 
Feu-Duty  and  Mortgage  Interest  (5)     . 
Owner's  Taxes  included  in  account  (6) 
Income  Tax— Sch.  A  and  D  (7)  . 
Donations  and  Subscriptions  (8) 
Depreciation  of  Buildings  (9) 

,,  of  Plant  and  Furnishings  (10) 

Bad    Debt   Provision,   increase   included    in 

account  (11)     . 
Salaries  to  Partners  (12) 
Interest  on  Capital  (13) 


£6,780 

8,190 

8,660 

1,200 

1,200 

1,200 

200 
70 

1,480 
400 

210 

120 

1,330 

430 

225 

130 

1,085 

420 

20 

1,000 

800 

10 

1,000 
810 

15 

1,000 
830 

£11,950     13,300     13,565 

Deduct — 

Annual  Value  for  assessment  under  Sch.  A 

(15) 800         800         800 


Assessable  Profits         .     £11,150     12,500     12,765 


Dividends  on  Trade  Investments  (2.)  Dividends  of  public  companies 
are  paid  either  free  of  income  tax  or  under  deduction  of  tax.  In  the 
former  case  the  dividend  has  been  declared  as  payable  to  the  shareholders 
without  deduction,  and  the  tax  has  to  be  paid  by  the  company  direct  to 
the  revenue ;  whereas  in  the  latter  case  the  company  collects  by  way  of 
deduction  the  amount  of  tax  on  each  shareholder's  dividend  and  pays  the 
amount  over  to  the  revenue.  In  either  case  the  dividend  received  has 
already  been  assessed,  and  must  be  eliminated  from  the  statement  of 
profits  now  being  returned  for  assessment. 

Feu-duty  and  Mortgage  Interest  (5.)  When  the  firm  pays  feu-duty  to 
the  superior  and  mortgage  interest  to  the  lender,  they  will  deduct  income 
tax  from  each  of  the  payments ;  they  must  now  include  such  items  in  their 
return  in  order  that  the  revenue  may  assess  them  for  the  amount  they 
have  so  deducted.  Interest  on  a  current  account  is  not  annual  interest 
and  is  therefore  allowed,  as  also  interest  paid  to  a  banker.  The  test 
is  whether  the  payer  had  the  right  to  deduct  tax  on  making  the  pay- 
ment of  such  interest ;  if  he  had,  he  cannot  deduct  the  interest  from  his 
profits. 

Owner's  Taxes  (6.)  The  owner's  taxes  have  been  paid  by  the  firm,  as 
they  are  owners  and  occupiers  of  their  premises.  In  the  assessment  notice 
for  the  property  tax  (Schedule  A)  a  special  deduction  is  given  in  respect 
of  rates  falling  to  be  paid  out  of  the  gross  rent.  Accordingly,  either  the 
gross  rent  of  the  premises  may  be  charged  to  the  firm's  profits  and  the 
owner's  taxes  disallowed,  or  the  net  annual  value  for  Schedule  A  may  be 
charged  to  the  profits  and  the  owner's  taxes  also  allowed  as  a  deduction.  The 
latter  is  the  more  correct  and  usual  course  to  follow,  and  in  the  illustration, 
therefore,  the  owner's  taxes  are  allowed  as  a  charge  on  the  firm's  profits, 
and  only  the  annual  value  assessed  under  Schedule  A  is  claimed  as  a 
deduction  in  respect  of  rent.     {See  note  on  (15)  infra.) 

Income  Tax,  Schedules  A  and  D  (7.)  Payment  of  income  tax  is  not  a 
charge  against  the  profits  of  the  business ;  it  is  a  distribution  or  application 
of  the  profits  earned.     Both  items  must  therefore  be  disallowed. 

Donations   and  Subscriptions  (8.)    These  items  are  of  a  voluntary 
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nature,  and  cannot,  strictly  speaking,  be  claimed  as  business  charges.  They 
must  be  regarded  as  payments  out  of  the  profits  rather  than  as  charges 
ao-ainst  the  profits.  If  it  be  shown,  however,  that  they  were  of  a  purely 
business  character  they  may  be  allowed. 

Depreciation  of  Buildings,  and  Repairs  of  Buildings  (9.)  Deprecia- 
tion of  buildings  must  be  looked  upon  as  a  loss  or  waste  of  capital,  and 
cannot  be  allowed  as  a  charge  against  the  profits  for  assessment  purposes. 
The  position  is  hardly  logical,  but  it  obtains  in  practice,  and  in  the  illustra- 
tion such  depreciation  has  been  disallowed. 

If  the  gross  rent  of  the  premises  be  charged,  the  repairs  charge  is  not 
allowed,  on  the  ground  that  the  necessary  repairs  fall  to  be  met  out  of  such 
gross  rent.  In  the  illustration  the  more  usual  course  has  been  followed — 
to  leave  the  repairs  charge  as  a  deduction  from  the  firm's  profits  and  to 
claim  in  respect  of  rent  only  the  annual  value  assessed  under  Schedule  A 
{see  note  on  (15)  infra). 

Depreciation  of  Plant  and  Furnishings  (10.)  This  deduction  should 
not  be  made  in  striking  the  average ;  it  is  a  matter  for  settlement  with 
the  surveyor,  and  the  amount  ultimately  allowed  should  be  deducted  from 
the  average  profits  brought  out  in  the  above  statement. 

Bad  Debts  (11.)  Bad  debts  actually  written  off  are  allowed  as  an 
inevitable  loss  in  the  carrying  on  of  a  business,  but  the  averaging  of  such 
loss  year  by  year  by  means  of  a  reserve  is  not  countenanced  by  the  revenue 
authorities.  The  amount  of  any  increase  in  such  reserve  must  therefore 
be  taken  out  of  the  year's  accounts,  and  any  decrease  in  the  provision 
must  be  added  to  the  bad  debts  item ;  in  other  words,  the  bad  debts  in 
the  account  must  be  stated  at  the  actual  loss — the  debts  written  off  during 
the  year,  plus  costs  connected  therewith,  and  minus  recoveries. 

Salaries  of  Partners  (12),  and  Interest  on  Partners'  Capital  (13.) 
These  items  are  not  allowed  as  deductions,  as  they  are  merely  appropria- 
tions of  profits  by  the  partners  under  their  particular  copartnership  con- 
tract.    These  allocations  do  not  affect  the  amount  of  the  business  profits. 

Annual  Value  of  the  Buildings  (15.)  The  firm  are  owners  and 
occupiers  of  the  business  premises,  and  in  the  firm's  annual  accounts  there 
is  no  charge  in  respect  of  rent.  Yet  this  rent  is  already  assessed  under 
Schedule  A,  and  if  the  business  profits  were  not  charged  with  the  annual 
value  so  assessed,  a  double  assessment  would  be  the  result.  If  the  firm 
are  occupiers  only,  the  gross  rent  would  be  charged  to  the  profits  for  the 
year,  but  if  they  are  owners  they  will  pay  owner's  taxes  and  repairs,  and 
as  these  are  already  charged  to  the  profits,  only  the  annual  value  assessed 
under  Schedule  A  can  now  be  allowed  in  respect  of  rent.  The  net  amount 
charged  under  Schedule  A  is  therefore  deducted  from  the  business  profits ; 
and  the  resulting  figures  would  be  averaged  and  returned  for  assessment 
subject  to  the  adjusted  amount  for  depreciation  of  plant  and  fittings. 

Had  there  been  a  loss  shown  on  the  accounts  for  one  of  the  years,  the 
simplest  way  to  show  it  in  the  foregoing  form  of  statement  of  adjustments 
is  to  enter  such  loss  in  red  ink  (to  indicate  its  negative  value),  and  there- 
after carefully  to  add  or  deduct  the  items  falling  to  be  adjusted.  On  the 
basis  of  the  three  years'  average,  years  resulting  in  losses  are  computed  in 
arriving  at  the  assessable  profits  as  well  as  the  profits  for  the  better  years. 

When  the  income  from  all  sources  exceeds  £700  there  is  no  abate- 
ment, and  the  amount  of  assessable  profits  should  therefore  only  be  entered 
on  page  3  of  Form  5,  supra ;  but  if  the  income  does  not  amount  to  that 
figure,  the  particulars  of  the  whole  income  should  be  given  on  page  4,  in 
addition  to  completing  the  form  and  declaration  on  page  3. 


444  INCOME    TAX 

The  life  insurance  abatement  should  also  receive  attention.  It  is  said 
that  such  abatement  is  limited  to  one-sixth  of  the  total  income,  and 
"has  not  the  effect  of  giving  exemption  or  abatement  where  the  total 
income  is  thereby  reduced  below  the  respective  limits."  The  meaning  of 
the  abatement  reference  in  this  sentence  is  quite  clear,  the  following  being 
an  illustration  of  the  manner  of  treatment. 

A.  has  an  income  of  £650,  and  he  pays  insurance  premiums  on  his  own 
life  amounting  annually  to  £80.  This  amount  is  within  the  limit  of  one- 
sixth  allowed,  and  the  full  amount  can  therefore  be  claimed. 


Insurance  Abatement  Illustration 

A.'s  income  is    .  .  .  .  .  .  .     £650 

The  abatement  for  incomes  between  £600  and  £700  is  .       £70 
The  life  insurance  abatement  claimed  is  .  .  80 

150 

Net  assessable  income    ...  ...      £500 

Had  the  life  insurance  abatement  been  deducted  from  the  £650  first,  it 
would  have  shown  a  balance  of  income  of  £570,  on  which  the  general 
abatement  would  be  £120,  thereby  reducing  the  assessable  income  to  £450. 
In  this  way  the  life  insurance  abatement  would  have  given  A.  a  larger 
general  abatement  than  he  is  really  entitled  to,  and  the  sentence  quoted 
above  is  to  remove  any  doubt  as  to  the  method  of  giving  the  insurance 
abatement;  but  it  is  by  no  means  clear  how  this  insurance  abatement 
would  not  have  "  the  effect  of  giving  exemption  .  .  .  where  the  total  income 
is  thereby  reduced  below  "  the  prescribed  limit. 


Sundry  Precedents 

Examples  of  Assessments  of  Trading  Profits  based  on  Accounts  for 
Irregular  Periods. 

Example  L 

Appeal  against  an  assessment  made  for  the  year  ending  5th  April,  1895. 
The  accounts  produced,  which  were  from  the  commencement  of  the  business, 
only  covered  a  period  of  22 J  months  and  showed  the  following  results  : — 

For  12    months  to  31st  December,  1892,  a  profit  of  .       £256     5  11 

„    lOJ         „         nth  November,  1893         „  .  .         44113     3 

Total  for  22J  months         ......       £697  19     2 

The  average  profits  for  a  year  were  taken  at  ^fjths  of  this 

amount     .......       £372     0     0 

And,  from  this  average,  a  deduction  was  allowed  of  the 

amount  of  the  Assessment  under  Schedule  A        .  .  187     0    0 


Reducing  the  assessment  to        .  .  £185     0     0 


INCOME   TAX  445 


Example  II. 

Appeal  against  an  assessment  made  for  the  year  ending  5th  April,  1894. 
The  accounts  produced,  which  were  from  the  commencement  of  the  business, 
covered  a  period  of  896  days  and  showed  the  following  results  : — 

For  191  days  from  14th  July,  1891,  to  23rd  January,  1892, 

a  profit  of        ....       £329  19     4 

,,    362         „  24th   January,    1892,   to  21st  January, 

1893,  a  profit  of  .  .  .        1227     6     2 

„    343         „  22nd  January,  1893,  to  31st  December, 

1893,  a  profit  of  .  .  .        1887  18     5 


Total  for  896  days,  a  profit  of      .  ,  .  .  .     £3445     3  11 

The  average  profits  for  a  year  were  taken  at  -|4|-ths  of  this 

amount     .  .  .  .  .  .  .     £1403     0     0 

And,  from  this  average,  a  deduction  was  allowed  of  the 

assessment  under  Schedule  A         .  .  .  .         399     0     0 


Reducing  the  assessment  to         .  .  .     £1004     0     0 


Example  III. 

Appeal  against  an  assessment  made  for  the  year  ending  5th  April,  1897. 
The  accounts  produced  were  for  irregular  periods,  and  covered  a  period  of  over 
3  years  as  under  : — 


For     483  days  from  31st  December,   1892,  to  28th  April 

1894,  a  profit  of     . 
.,      428  „  29th  April,  1894,  to  30th  June,  1895 

a  profit  of  . 
„      334  „  1st  July,   1895,  to  30th  May,  1896 

a  profit  of  . 


£846  0  0 
628  0  0 
824     0     0 


Total  for  1245  days,  a  profit  of     .....     £2298     0     0 

The  accounts  were  reduced  to  accounts  for  3  years  (1095  days)  by  deducting 
150  days  from  the  first  period— i.e.,  Jf§rds  of  £846  =  £263,  making  the  total  as 
follows : — 

Total  profit  1245  days  .....     £2298     0     0 
Deduct      .     150     „     .  .  .  ,  .  263     0     0 


Total  profit  1095  days  or  3  years  .  .  .     £2035     0     0 

Average  per  annum  ....       £678     0     0 
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Example  IV. 


Appeal  against  an  assessment  made  for  the  year  ending  5tli  April,  1898. 
The  accounts  produced  covered  a  period  of  3 J  years  as  under 

For  1    year  ending  30th  November,  1894,  a  profit  of 
„    1  „  30th  November,  1895         „ 

„    IJ  „  31st  May,  1897 


£612     0    0 

579     0    0 

1938     0    0 


£3129 
=  646 

0 
0 

0 
0 

£2483 

0 

0 

£828 
450 

0 
0 

0 
0 

£378 

0 

0 

Total  for  3 J  years  .  .  .  „ 

Deduct       J  year  from  last  period — i.e.,  J  of  £1938 

Total  for  3  years  ...... 

Average  per  annum       .... 
Less,  amount  of  assessment  under  Schedule  A  . 

Net  assessment      .... 

The  foregoing  examples  are  taken  from  actual  settlements  made  in 
practice,  but  it  should  be  noted  that  in  Example  III.  a  proportion  repre- 
senting the  55  days  from  5th  April  to  80th  May,  1896,  should  strictly  have 
been  deducted  from  the  last  period,  as  otherwise  the  account  extends  into  the 
year  of  assessment ;  the  deduction  is  sometimes  made  partly  from  the  first 
period  and  partly  from  the  last  period.  The  question  as  to  whether  the 
deduction  should  be  made  from  the  first  or  last  period  depends  on  the 
dates  covered  by  the  accounts  ;  if  the  final  period  does  not  extend  into  the 
year  of  assessment,  then  the  deduction  is  properly  made  from  the  first 
period ;  if  such  period  extends  into  the  year  of  assessment  then,  as  a  rule, 
the  deduction  is  made  from  the  final  period. 

When  the  total  income  from  all  sources  does  not  exceed  £700,  an  abate- 
ment may  be  claimed  according  to  the  scale  in  force  for  the  time  being. 
When  such  claim  is  made,  page  4  of  the  Keturn  (Form  No.  5,  supra),  or 
Official  Form,  No.  38,  infra,  should  be  filled  up.  This  form  contains  not 
only  the  amount  of  profits  falling  to  be  assessed  directly,  but  the  whole 
income,  in  order  that  the  amount  of  the  abatement  or  the  title  to  exemp- 
tion may  be  clear. 

Form  No.  8.  (Off.  No.  38.) 

Notice  and  Declaration  of  Claim  of  Exemption  or  Abatement 

Exemption  may  be  claimed  when  the  Income  from  all  sources  does  not 
exceed  £1G0  per  annum. 

Abatement  of  Duty  on  £160  may  be  claimed  when  the  Income  exceeds  £160, 
but  does  not  exceed  £400. 

Abatement  of  Duty  on  £150  may  be  claimed  when  the  Income  exceeds  £400, 
but  does  not  exceed  £500. 

Abatement  of  Duty  on  £120  may  be  claimed  when  the  Income  exceeds  £500, 
but  does  not  exceed  £600. 

Abatement  of  Duty  on  £70  may  be  claimed  when  the  Income  exceeds  £600, 
but  does  not  exceed  £700. 

,     The  Claimant  must  set  forth  every  source  whence  the  Income  is  derived,  with      j 
the  amount  derived  from  each  source.  ' 
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Where  Income  ia  derived  from  Trade,  Profession,  Office,  Employment,  or  Vocation,  state 
the  nature  and  particulars  thereof,  and  where  carried  on. 

If  the  Income  arises  from  the  ownership  of  Land,  Tenements,  or  Hereditaments,  state  the 
Parish  or  Place  and  County,  and  the  Street  Address,  if  any,  where  each  Property  is  situate, 
with  the  rent  or  annual  value,  and  name  or  names  of  the  occupier,  including  in  the  State- 
ment the  particulars  of  any  House,  Land,  or  other  Property  in  the  Claimant's  own  occupation, 
whether  belonging  to  himself  or  his  wife.  If  ground  rent,  mortgage  interest,  or  other  annual 
charge  is  payable  on  any  of  the  Property,  particulars  thereof  must  be  stated  in  No.  2  below. 

In  the  case  of  Income  from  Annuities,  Interest  of  Money,  or  other  sources  not  coming 
under  either  of  the  foregoing  heads,  state  fully  the  particulars. 

Profits  from  the  occupation  of  Land  are  to  be  estimated  at  one-third  the  full  amount  of 
Rent  and  Tithe. 

No.  1.  Particulars  of  Income  from  every  source  whatsoever,  whether  Taxed  or  not. 


From  Trade,  Profession,  Office,  Employment,  or  Vocation,  viz.  : — 

From  Lands,  Houses,  Buildings,  Tithes,  or  other  Property,  of  which  I  am  the 
owner  (including  the  Annual  Value  of  the  Property  which  I  own  and 
occupy),  viz.  : — 

From  the  Occupation  of  Land — viz.,  One-third  of  the  Aggregate  Rent  or  Annual 
Value,  including  Tithe         .......... 

From  Annuities,  Interest,  Dividends,  or  other  Income  of  any  description  (state 
whether  or  not  subjected  to  Income  Tax  before  receipt),  viz. : — 

Total  Amount  of  Income  from  all  sources,  £ 


A^o.  2.  Particulars  of  any  Deductions  from  Income,  such  as  Ground 
Pent,  Mortgage  Interest,  or  other  Annual  Charge  (if  any).  If 
there  be  none,  state  "  None." 


Nature  of  the  Charge. 


Ground  Rent 
Mortgage,  £ 
'      at  per  cent.    , 

Ocher  Annual  Charge 


Name  and  Eesidence  of  Person  to  whom 
Payable. 


Annual  Amount 
thereof. 


£    S.    d. 


£    s.    d. 


Total  Deductions,      £ 
Total  Amount  of  Income  from  all  sources  after  Deductions,      £ 

[Declaration  follows.) 

From   the   particulars   supplied   in  the    foregoing   form   the   amount 
assessable  is  ascertained  as  follows  : — 


Illustration  of  Method  of  Assessment 

Average  assessable  profits  for  3  years  to  31st  December,  19 
Annual  value  of  real  or  heritable  properties   {to  he   detailed  as 
charged  under  Schedule  A)      , 

Gross  Income 
Deductions — 

Ground  Rent  {gross  amovnt)     .  .  .      £19  12     0 

Mortgage  Interest  £1500  @  3|  {gross  amount) .         52  10     0 

Assessable  Income 


£359  16  7 

174  15  0 

£534  11  7 

72  2  0 

£462  9  7 
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Sum  assessable  under  Schedule  A  (as  above)     . 
Abatement  on  400/500 
Life  Insurance  Premiums 

Leaving  a  net  assessment  to  be  made  under 
Schedule  D  of            . 

£174  15 

150     0 

26     4 

183  12 

0 
0 

4 

3 

Showing  of  total  assessment  on 
Of  which  tax  is  recovered  by  way  of  deduction 
on  the  Ground  Rent  and  Mortgage  Interest  . 

As  before 


£534  11     7 


72     2     0 


£462 


When  the  books  have  been  kept  by  single  entry,  the  only  method 
available  for  the  ascertainment  of  the  business  profits  for  assessment  pur- 
poses is  as  follows  : — 

It  is  usual  for  businesses  to  take  stock,  however  imperfect  their  book- 
keepiug  system  may  be,  and  it  is  therefore  commonly  possible  to  prepare 
statements  of  assets  and  liabilities  of  the  business  for  each  of  three  years  | 
prior  to  the  opening  of  the  current  assessment  year.     From  the  informa- 
tion contained  in  these  statements  capital  accounts  in  the  following  form  | 
can  then  be  prepared  : — 


Ascertainment  of  Profit  on  Single  Entry  Bookkeeping 

Capital  Account  bringing  out  the  Profit  of  the  Business  for  the 
year  ending  31st  December,  1903 


JJT. 

1903. 

1903. 

Dec.  31; 

To  Cash  Draw- 
ings during 

Jan.     1. 

By  Capital    in 
business  as 

year  . 

£308  13     9 

at  this  date, 

,^  Life    Insur- 

per    last 

ance      Pre- 

statement .  £3882 

miums  paid 

Dec.  31. 

„    Balance  on 

through 

this     a  c- 

business     . 

26     4     4 

count,     be- 

,,  Capital      in 

i  n  g     net 

business  at 

profit      for 

this  date  as 

year  .         .307 

shown      in 

statement 

of  assets 

and     1  i  a- 

bilities 

3854  12     5 

£4189  10     6 


9    9 


0    9 


£4189  10    6 


Having  prepared  accounts  for  each  of  the  three  years  in  this  form,  each 
of  them  would  require  adjustment  perhaps  along  the  lines  suggested  by 
the  followiuff  illustration : — 


18  12 

49  17 
25  18 

5 

6 
9 

£401  9 
66  15 

5 

0 

£334  14 

5 
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Adjustment  of  above  Profit  for  Assessment 

Profit  for  year  as  brought  out  in  account  ,  .  .    £307     0     9 

There  have  been  charged  against  the  business  the  following 
items,  which  are  not  proper  deductions  for  assessment 
purposes : — 

Feu-Duties  (less  tax)  ..... 
Mortgage  Interests  (less  tax)  .... 
Income  Tax,  Schedule  A,  £5;  Schedule  D,  £20, 18s.  9d. 

And  there  falls  to  be  charged  thereon  the  annual  value  of  the 
Shop  occupied  by  owner,  as  assessed  under  Schedule  A 
Showing  the  trade  profits  for  purposes  of  assessment  to 
be  brought  into  average  .... 

The  assessment  on  receipts  for  the  letting  of  furnished  houses  is  made 
under  Schedule  D  thus  : — 

Method  of  Assessment  of  Income  from  Furnished  Houses 

Gross  receipts  in  respect  of  letting  for  the  year  to  31st  December, 

1905 £140     0     0 

Deduct — 

Annual  value  assessed  under  Schedule  A    .  .  .         65     0     0 

Deduct  further — 

40  per  cent,   on  £75,  in  respect  of   depreciation  of   fur- 
nishings ...... 

Amount  assessable  under  Schedule  D,  as  profit  on  letting   . 

The  profits  of  a  limited  company  are  not  exempt  by  reason  that  they 
amount  to  less  than  £160,  nor  is  a  club  or  voluntary  association  of 
members  holding  a  joint  interest  in  the  common  property  exempt  for  the 
same  reason  (see  Curtis  v.  Old  Monkland  Conservative  A  ssociation,  H.L., 

I  20th  Dec.  1905). 

j  The  joint  incomes  of  husband  and  wife  are  regarded  as  the  income  of 
the  husband,  and  the  only  practical  difficulty  suggested  by  this  rule  is 
that  arising  in  the  preparation  of  the  return  or  claim  for  repayment  for 
the  year  of  marriage. 

Assume  that  the  husband's  separate  income  is  £450  and  the  wife's 
£300,  and  that  they  were  married  on  5th  August.  The  question  is,  what 
abatement  the  income  is  subject  to  for  the  year  of  assessment  which 
covers  the  year  of  marriage. 

Method  of  Assessment  of  Joint  Income  in  year  of  Marriage 

The  husband's  income  was  at  £450  per  annum  from  5th  April  to  5th 

August  =  4  months  .  .  ....    £150 

And  was  £750  per  annum  from  5th  August  to  5th  April  following  = 

8  months    ........       500 

Showing  an  income  for  the  year  of    £650 
And  the  abatement  thereon,  600/700,  is  £70. 
The  wife's  income  was  one-third  of  the  year  at  £300  =  £100,  and  presumably  on 
the  same  principle  she  is  entitled  to  exemption. 
29 


£75  0 

0 

30  0 

0 

£45  0 

0 
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The  returns  for  a  firm  should  be  made  by  the  precedent  acting  partner, 
but  if  any  of  the  partners  prefer  to  be  separately  assessed,  a  return  should 
be  made  of  the  whole  of  the  firm's  profits,  and  the  amount  returned  by 
such  partner  should  then  be  deducted  from  the  firm's  return,  and  the 
balance  of  the  firm's  profits  would  be  the  amount  to  be  assessed  on  the 
firm. 

Income  tax  paid  by  a  firm  should  not  be  debited  in  the  firm's  profit 
and  loss  account :  in  the  first  place,  because  it  is  not  a  business  expense, 
it  is  a  charge  against  the  receivers  of  the  firm's  profits  in  respect  of  that 
source  of  their  income.  In  the  second  place,  it  is  inequitable  between  the 
partners  so  to  treat  the  payment  of  income  tax.     Thus — 

Partners'  salaries  and  interest  on  partners'  capital  are  not  proper 
deductions  for  assessment  purposes,  and  therefore  if  the  tax  be  debited  to 
the  firm's  profit  and  loss  account,  and  the  profits  remaining  after  such 
charge  are  apportioned  among  the  partners,  it  means  that  the  burden  of 
tax  on  the  whole  income  of  the  several  partners  from  the  firm — alike  in 
name  of  salary,  interest  on  capital,  and  balance  of  net  profit — has  been 
charged  to  all  the  partners  in  the  proportions  in  which  the  net  profit  is 
divisible.     For  example  : — 

Apportionment  of  Tax  in  Partnerships 

A.  and  B.  are  in  partnership—  1902         1903         1904 

Their  profits  on  trading,  after  the  neces- 
sary adjustments  for  assessment,  have 
been       .....     £1000      £1200      £1400 

This  was   allocated  between  the   partners 
in  terms  of  their  contract,  thus — 
Interest  on  capital,  A. 
»  »  B. 

Salaries  to  partners,  A. 

Balance  of  divisible  profit,  A. 


During  the  assessment  year  to  5th  April,  1906,  the  firm  would  be 
assessed  on  £1200,  being  the  average  of  the  three  years.  After  deduction 
of  salaries  to  partners  and  interest  on  capital,  the  balance  of  net  profit  is 
shared  equally  between  A.  and  B.  If,  then,  the  tax  of  £60  on  the  £1200 
be  debited  to  the  firm's  profit  and  loss  account,  each  partner  will  be  bearing 
one-half,  or  £30;  whereas  over  the  three  years  the  partners  have  been 
credited  as  under  : — 

A. 
£740 


s 

.   £240 

£240 

£260 

160 

180 

190 

300 

300 

300 

200 

200 

200 

50 

140 

225 

50 

140 

225 

£1000 

£1200 

£1400 

In  name  of  interest  on  capital 

Salary  . 

One-half  balance  of  profit 

Aggregate  for  three  years 


900 
415 


£2055 


B. 
£530 
600 

415 

£1545 


£685  £515 

has  received  £685,  and  B.  £515 ; 
and  accordingly,  A.'s  capital  account  might  be  debited  directly  with  685/1200  of 
£60  =  £34,  5s.,  and  B.'s  capital  account  with  515/1200  of  £60  =  £25,  15s. 


Averages  of 
Showing  that  of  the  £1200  now  assessed  A 
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This  result  agrees  with  the  assessment  of  A.  and  B.  in  respect  of  their 
income  from  the  firm,  had  they  made  separate  returns,  been  individually 
assessed,  and  paid  such  assessment  out  of  their  ordinary  drawings. 

The  proper  way  to  treat  a  payment  of  income  tax  is  to  allocaue  the 
payment  between  the  partners  and  debit  their  shares  to  their  respective 
accounts;  but  if  there  be  any  difiSculty  in  ascertaining  the  figures  necessary 
to  make  the  apportionment  on  the  lines  of  the  foregoing  illustration,  either 
the  amount  of  tax  on  each  partner's  salary  and  interest  on  capital  should 
be  deducted  from  these  items  before  crediting  them  to  the  partners' 
accounts,  or  the  tax  thereon  should  be  separately  debited  to  the  partners' 
accounts,  and  in  either  case  such  tax  would  be  credited  to  the  income  tax 
account.  If  this  were  done  for  each  partner,  the  balance  on  the  income 
tax  account  still  falling  to  be  borne  by  the  partners  would  be  the  tax  on  the 
balance  of  profits  only,  and  would  be  allocated  to  the  partners'  accounts  in 
the  proportions  in  which  the  profits  were  shared. 

In  the  assessment  of  diminishing  profits  a  claim  for  adjustment  of  the 
assessment  and  repayment,  if  need  be,  can  be  made  by  the  owner  of  the 
business. 

Thus  the  return  for  the  year  to  5th  April,  1906,  was  made  on  the 
following  basis : — 

Repayment  in  Case  of  Diminishing  Profits 

Profit  for  year  to  31st  December,  1902         .             .             .  £1400 

„              „               „               1903         .             .             .  1200 

..              „               „               1904         .             .             .  1000 

£3600 


Showing  an  average  of  £1200,  and  the  actual  profit  for  the  year  to  31st 
December,  1905,  was  £900. 

JThe  first  step  in  any  proposed  claim  for  repayment  of  overcharged  duty 
lis  to  ascertain  whether  a  new  average  of  the  three  years,  1903,  1904,  and 
1905,  would  be  less  than  the  actual  profit  of  £900.     Thus — 

Profit  for  the  year  1903,  as  above       .  .  .  .      £1200 

„         1904         „  .  .  .  .         1000 

1905 900 


£3100 

An  average  of  £1033. 

The  position  then  is,  that  the  profits  assessed  were  £1200,  the  new 

average  £1033,  and  the  actual  profits  £900.     The  amount  on  which  tax  can 

be  claimed  to  be  repaid  is  the  difference  between  the  amount  assessed  and 

either  the  new  average  or  the  actual  profit,  whichever  is  the  greater ;  m 

this  case  the  claim   is   £1200  -   £1033  =  £167.      If  the   busmess   has 

not  been  carried  on  for  a  period  of  three  years,  and  the  amount  assessed 

is  greater  than  the  amount  of  actual  profits,  the  amount  on  which  repay- 

iment  can  be  claimed  is  the  difference  between  the  amount  assessed  and 

Ithe  actual  profits.     Appeals  of  this  class,  which  come  under  the  133rd  section 

r  the  1842  Act,  should  be  made  within  a  year  of  the  end  of  the  assess- 

out  year  to  which  the  claim  relates  (see  The  Queen  v.  Comm%ss%oners 

'or  Special  Purposes  of  Income  Tax,  Court  of  Appeal,  31st  May  and  2dra 

Fune,  1888). 
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Form  No.  9.    (Off.  No.  44.)    Trustees,  &c. 

This  Form  is  to  be  used  by  a  Trustee  who  claims  Kepayment  of  Income  Tax 
for  the  First  Time  .  .  .  &c. 

_  _  m  1        t  Registered  No.  of  Clai: 

Income  Tax. — Exemption  Claim,  1     -1 
Income  not  exceeding  £160. 


N.B. — A  Trustee  can  claim  only  for  Minors,  a  Person  Inca/pacitated^  or  a  Married 
Woman  permanently  separated  from  her  Husband. 

I  declare  that  the  following  is  a  true  account  of  the 
Income  from  every  source  for  the  year  ending  5th  April, 

1       ,  of  {here  state  Name  or  Names  of  Person  or  Persons  ;-g  (Trustees)— Alio  wed  for 
Jor  whom  Claim  is  made),  who  {state  whether  Minor  {see 

questions   on   hack    of  Form),    Person    Incapacitated,    or  ^'  '        ''^ 

Married  Woman  permanently  separated  from  her  Husband), 
and  for  whom  I  am  {state  whether  Trustee,  Agent,  &c.) 
under  {describe  Deed  or  Will  under  which  Trust  created  or 
otherwise),  and  I  therefore  claim  to  be  repaid  the  sum  of 
£  at  the  Money  Order  Office  at 

Particulars  of  the  Total  Income  of  the  Person  on  whose  behalf  the  Claim  is  made,  from  every  souri 
whether  Taxed  or  not,  for  the  Year  from  6th  April,  1       ,  to  5th  of  April,  1 


No.  1. 


Income  derived  from  Dividends  on  Stock  inscribed  in  the  books  of  the  Bank  of  England  op  f 
English  Government  Annuities.     (For  these  no  Certificate  of  Deduction  is  required.) 


Name  or 
Description  of 

Stock  or 
Annuity,  and 
whether  the 
Dividends  are 
paid  by  Post 
or  through 
Bankers. 


Name  or  Names  (in  due  order)  in 
which  the  Stock  stands. 
If  in  Chancery,  the  correct  Title  of 
the  Suit  (which  appears  at  the  head 
of  each  Draft  issued  by  the  Chancery 
Pay  or  Accountant-General's  Office) 
should  be  given  instead.  Claimants 
should  take  a  note  of  the  Title  of  the 
Cause  when  each  Draft  is  received, 
also  whether  in  English  or  Irish 
Funds. 


Amount 

thereof,  and  if 

part  of  larger 

Sum,  state 

also  larger 

Sum. 


Month  and 
Year  when 
Dividend  or 
Annuity  due 
from  which 
Deduction 
made. 


£    s.     d. 


No.  2.  Income  not  derived  from  any  of  the  sources  referred  to  in  No.  1. 
(Collectors'  Receipts  or  Certificates  required  as  per  Instructions  on  the 
back  hereof,  except  for  British,  Irish,  Colonial  or  Indian  Government 
Pay  or  Pension. ) 


Total  Amount  of  Income  from  all  sources  and  Income  Tax  thereon .     £ 


No.  3. 


Particulars  of  Deductions  from  Income,  such  as  Ground  Rent, 
Interest,  &c.    If  there  be  none  state  "  None." 


Annual  Amount. 


Annual 
Amount  of 
Income  from 
each  Source. 


£    a.    d. 


Amount 

Income 

paid  on 

deducted 

each  Soui 

Incom 


Total  Deductions  and  Income  Tax  thereon £ 

Total  Amount  of  Income  from  all  sources  after  Deductions,  and  of 
Income  Tax  claimed  to  be  returned £ 
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Instructions  {on  lack  of  Form). 

1.    When  the  Claim  is  on  behalf  of  a  Minor  or  Minors,  the  following  Questions 

must  be  answered  and  Signed  by  the  IVustee  : — 


ANSWERS. 


QUESTIONS. 

(a)  lias  the  Minor,  or  have  the  Minors,  a 

vested — i.e.,  an   absolute   interest   in 

the   property,   or   only   a    contingent 

Interest — i.e.,  depending  on  the  occur- 
rence of  some  specific  event  1     If  the 

latter,  particulars  of  the  contingency 

should  be  stated. 
(h)  Is  the  Income  expended  for  Education  or 

for  Maintenance  1 

If  the  Interest  be  contingent,  the  sum  expended 
must  be  stated,  and  the  claim  restricted  to  the  tax 
on  that  sum. 

(Signature  of  Trustee.) 
(Form  No.  44a  (Off.)  is  a  claim  by  Trustees  for  Abatement.) 

Precedents 

Example  of  Accounts,  &c,,  in  support  of  a  claim  for  repayment  on  the  ground 
of  abatement  where  Income  derived  from  a  trust. 

(In  this  case  the  claim  is  properly  made  in  respect  of  the  gross  income, 
and  not  merely  on  the  net  amount  received  by  the  beneficiary.  In  such  a 
case  a  copy  of  the  Income  Account  (as  in  the  Trust  Accounts)  should 
accompany  the  claim,  and  this  should  be  supplemented  by  a  summary 
showing  the  Gross  Income  and  tax  paid  thereon,  as  shown  below,  the 
certificate  of  deduction  being  made  out  as  in  the  example. 

In  the  case  illustrated  the  applicant's  total  net  income  is  only  £105, 
whereas  a  claim  can  be  made  in  respect  of  tax  paid  on  £130.) 


Income  Account  of  the 


Trust 


Do 


Cr. 


To  Income  Tax  A,  Cheap- 
side 
„    Income  Tax  A,  Brixton 
,,    Solicitor's  Charges 
„    Accountant's  Fees 
,,    Estate  Agent's  Commis- 
sion 
5,    Repairs  to  Property 


Balance  to  Beneficiaries- 
Mrs.  A.,  ^th . 


Miss  B.,  ^th . 
Miss  C,  l-ths 


£ 

«. 

d. 

15 

0 

0 

6 

0 

0 

5 

0 

0 

25 

0 

0 

21 

0 

0 

60 

0 

0 

132 

0 

0 

105 

0 

0 

105 

0 

0 

420 

0 

0 

762 

0 

0 

By  Rent,  Shop,  16  Cheap- 
side,  London    .         .  300 
„    Rent,  Houses,  2,  3,  and 

4  High  Road,  Brixton  120 
,,    Interest, 
Leeds  Cor- 
poration 

Stock        £160     0     0 
ZessTax   .       8     0     0 


s.    d. 


0     0 


0     0 


Interes 

t, 

Consols 

£200 

0 

0 

Less  Tax 

.     10 

0 

0 

152    0    0 


190     0    0 


762     0     0 
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Form  No.  10.    (Off.  No.  12.) 

Schedule  E. 

Return  by  Officials  of  Corporations,  Public  Companies,  &c. 

Year  ending  5  th  April,  19 

{Demand  for  Return  here.) 

The  duty  under  Schedule  E  is  payable  in  respect  of  the  salaries,  fees,  wages, 
perquisites,  pensions,  and  profits  of  any  office  or  employment  held  in  any  county, 
borough,  town  corporate,  or  place,  or  under  any  ecclesiastical  body,  or  under  any 
public  corporation,  company,  or  society,  or  under  any  public  institution,  or  any 
public  foundation,  or  under  any  trusts  or  guardians  of  any  fund,  tolls,  or  duties, 
and  every  other  public  office  or  employment  of  profit  of  a  public  nature ;  unless 
such  office  or  employment  of  profit  has  been  charged  by  Commissioners  specially 
appointed  for  the  purpose  of  assessing  the  same  in  the  particular  department  or 
office,  in  which  case  the  profits  are  not  to  be  returned  on  this  form. 

&c. 


Description  of  OflSce 
or  Employment. 


Gross 
By  whom  appointed.    'stla^'J^^ees, 

(&C. 


£    «.    d. 


Particulars  of  Expenses 

Claimed  (if  any)  as  a 

Deduction  from  such 

Gross  Profits. 


£ 


X  Amount 

of  Life 

Insurance 

Premium, 

<tc. 


£    8.     d. 


*  The  expenses  allowable  as  a  deduction  are  only  those  wholly,  exclusively,  and 
necessarily  incurred  in  the  performance  of  the  duties  of  the  office  or  employment. 

X  The  allowance  is  only  authorised  in  respect  of  Life  Insurance  premiums  paid  on 
the  Claimant's  own  life,  or  on  that  of  his  wife;  and  does  not  extend  to  premiums  paid  to 
any  Colonial  or  Foreign  Insurance  Company  ;  it  is  limited  to  an  expenditure  on  annual 
premiums  not  exceeding  one-sixth  of  the  Claimant's  net  personal  income  from  all  sources, 
and  has  not  the  effect  of  giving  exemption  or  abatement  where  the  total  income  is 
thereby  reduced  below  the  respective  limits. 

(General  Declaration  follows.) 


Indemnities 

Stamp  Duty.— The  stamp  on  a  bare  indemnity  such  as  No.  1  is  6d. ; 
but  where  it  also  embodies  a  discharge  as  in  No.  2,  the  duty  is  6d.  for  the 
indemnity  and  Id.  for  the  discharge — 7d.  in  all. 

Under  sec.  69  of  the  Bills  of  Exchange  Act,  1882,  where  a  bill  is  lost 
before  it  is  overdue,  the  holder  may  compel  the  drawer  to  give  a  duplicate 
(duly  stamped)  on  giving  the  drawer  an  indemnity  against  loss  through 
the  lost  bill  being  found.  The  provision  is  not  particularly  useful,  as  no 
power  is  given  to  obtain  the  acceptance  or  endorsement  of  the  new  bill. 
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Form  1,  Indemnity  for  Lost  Bill 
To  A.  B. 

{designation  of  drawer.) 
Sir, — I,  C.  D.  (designation),  the  holder  of  the  bill  after  specified  at  the 
of  its  loss,  considering  that  a  bill  dated  the  day  of  for 

<£  ,  and  payable  after  date,  drawn  by  you  upon  and 

accepted  by  and  endorsed  to  me,  has  been  lost  or  mislaid,  and  that 

you  have  granted  another  bill  of  the  same  tenor :  Therefore  I  hereby  oblige 
myself,  and  my  heirs,  executors,  and  representatives  whomsoever,  conjunctly  and 
severally,  to  guarantee  and  defend  and  relieve  you  from  all  and  any  claim,  ques- 
tion, and  expense  which  may  be  raised  against  or  incurred  by  you  in  reference  to 
the  said  bill,  or  in  consequence  of  the  same  having  been  lost  or  mislaid  in  any 
manner  of  way :  And  I  oblige  myself  and  my  foresaids  to  deliver  the  said  bill 
to  you  if  and  when  found. — In  witness  whereof. 

Form  2,  Indemnity  and  Discharge  for  lost  Deposit  Receipt 

Whereas  a  deposit  receipt  granted  by  the  Bank  through  it 

office  at  ,  in  favour  of  me,  A.  B.  {designation),  fc 

the  sum  of  £  ,  dated  ,19     ,  and  numbered 

,  has  been  lost,  mislaid,  or  accidentally  destroyed  by  me,  and  notwithstanc 
ing  the  want  of  said  deposit  receipt,  the  said  bank  has  made  payment  to  me 
the  said  sum  of  £>  ,  and  also  of  £  being  the  whoU 

interest  now  due  thereon :  Therefore  I,  the  said  A.  B.,  not  only  discharge  the 
said  bank  of  the  said  sums,  principal  and  interest,  and  of  the  said  deposit-receipt, 
but  I,  the  said  A.  B.,  and  I,  C.  D.  {designation),  do  also  hereby  bind  and  obhge 
ourselves,  our  heirs,  executors,  successors,  and  representatives  whomsoever,  all 
jointly  and  severally,  to  guarantee  and  defend  and  relieve  the  said  bank  of  and 
from  all  claims,  questions,  loss,  costs,  and  charges  which  may  be  raised  against 
the  said  bank  or  incurred  by  it  in  reference  to  the  said  deposit-receipt ;  and  also 
to  deliver  up  the  said  deposit-receipt  to  the  said  bank  when  found. 

Signed  by  the  said  A.  B.  and  C.  D.,  at  the  day  of 

,  Nineteen  hundred  and  ,  in  presence  of  us 

{signature  of  two  witnesses,  who  add  their  designations  and  place  of  resid- 
ence.) 

Form  3,  Indemnity  to  Company  in  respect  of  Lost 
Share  Certificate 

The  following  form  can  he  readily  adapted  to  meet  the  case  of  a  lost  allotment 
letter  or  dividend  warrant.  If  a  dividend  warrant  is  lost,  payment  should  of 
course  he  at  once  stopped  at  the  Company's  hankers. 

Stamp  6d. 
To  the  A.  B.  Company,  Limited, 

incorporated  under  the  Companies  Acts,  1862  to  [189C]. 

Whereas  I,  C.  D.  {designation  and  address),  am  the  proprietor  of  shares, 

numbered  to  ,  both  inclusive,  of  you,  the  A.  B.  Com- 

pany, Limited,  in  respect  of  which  a  share  certificate,  numbered  . 

was  issued  to  me  :     And  whereas  the  said  certificate  having  been  mislaid,  lost,  or 
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accidentally  destroyed  {or  as  the  case  may  he),  I  made  application  to  you  to  issue 
a  new  share  certificate  in  its  place,  which  you  have  agreed  to  do  upon  my  grant- 
ing the  indemnity  underwritten:  Therefore  I  do  hereby  agree  to  relieve,  in- 
demnify, and  safe  and  harmless  keep  you  from  and  against  all  actions,  proceedings, 
claims,  and  demands  in  respect  of  the  said  first-mentioned  share  certificate,  and 
against  all  loss,  damage,  or  expense  which  you  may  sustain,  incur,  or  be  liable  to, 
for  or  in  consequence  of  the  issue  of  the  said  new  certificate  without  production 
of  the  said  first-mentioned  certificate,  or  in  consequence  of  your  permitting  a 
transfer  at  any  time  of  the  said  shares,  or  any  of  them,  without  production  of  the 
said  first-mentioned  certificate :  And  in  the  event  of  the  said  first-mentioned 
certificate  being  afterwards  found,  I  undertake  to  deliver  up  the  same  to  you  in 
order  that  it  may  be  cancelled. 

Dated  this  day  of  ,  Nineteen  hundred  and 

Signed  by  the  said  C.  D.  in  the  presence  of — 

Signature 

Address 

Designation 

Signature 

Address 

Designation 


Indexes 

For  accountants,  the  forms  of  indexes  are  the  varieties  of  references  to  the 
ledger  accounts  in  a  book-keeping  system.  These  are  now  kept  either  as 
book  indexes  or  card  indexes.  The  former  kind  is  bound  up  in  book  form,  and 
may  be  attached  to  the  ledger  of  which  it  is  the  index,  or  it  may  be  kept 
loose,  especially  if  the  ledger  accounts  of  which  it  is  the  index  are  kept  in 
sectional  ledgers.  The  card  index  is  kept  in  a  specially  constructed 
cabinet,  and  as  it  is  composed  of  separate  cards  for  each  reference  given,  it 
can  be  indefinitely  extended,  and  the  reference  cards  of  closed  accounts 
can  be  immediately  removed,  thus  facilitating  reference  to  the  operative 
accounts.  For  pictorial  illustrations  of  this  system,  see  "  Encyclopaedia  of 
Accounting,"  vol.  iv.  pp.  92,  93,  and  94. 

The  arrangement  of  the  index,  whether  book  or  card,  may  be  one  of 
two,  viz. : — Dictionary  order  or  vowel  order.  In  the  former,  the  names 
are  arranged  strictly  in  the  order  of  alphabetic  precedence  of  the  succes- 
sive letters  of  the  name ;  in  the  latter,  the  names  are  arranged  under  the 
initial  letters  in  the  order  of  the  first  vowel  occurring  in  them.  In  following 
the  vowel  order,  it  is  not  usual  to  observe  any  precise  arrangement  of  the 
names  other  than  the  grouping  under  the  proper  vowel  section  of  the 
initial  letter : — 


Illustration  of  Arrangement  of  Indexes 

Eocample  of  Dictionary  Order  of  Arrangement : — 

Tait 

Taylor 

Tebbs 


Thatcher 

Thyne 

Trist 

Theobald 

Tillie 

Turner 

Thomas 

Touche 

Tyler 
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owel  Order 

of  Arrangement : — 

— 

i — 

u — 

Tait 

Trist 

Turner 

Thatcher 

Tillie 

Taylor 

1 — 

0 — 

y— 

Tebbs 

Thomas 

Thyne 

Theobald 

Touche 

Tyler 

Loose  leaf  ledgers  are  commonly  provided  with  a  special  form  of  index, 
in  which  each  initial  letter  has  its  own  leaf  with  the  initial  tab  affixed 
and  readable  from  both  sides.  The  index  leaf  for  each  of  the  initials 
immediately  precedes  the  section  of  the  ledger  appropriated  to  the 
accounts  of  their  particular  initial,  and  the  names  under  each  initial  are 
further  grouped  on  the  index  leaves  in  the  vowel  order  of  arrangement 
described  above.  The  transfer  binder  which  forms  an  essential  part  of  a 
loose  leaf  ledger  is  provided  with  a  similar  index  for  containing  the 
references  to  the  full  sheets  or  inoperative  accounts  which  have  been_ 
transferred  to  the  binder  from  the  ledger  itself. 

Insurance 

Form  1,  Order  for  Fire  Insurance 

To  the  Fire  Insurance  Society, 

Please  Insure  in  name  of  ,  dating  from 

to  ,  for  the  sum  of  £  ,  on  {describe  subjects^  stating 

cmy  conditions  which  might  affect  risk). 


,  Agent, 


At 


Form  2,  Cover  Note 

(Also  known  as  Covering  Note  and  Cover  Letter.) 

Insurance  Society. 

Fire  Department.  Cover  Note. 

Head  Office  : 
Branch  Office : 

No.  1282. 

19      . 

Mr.  {party   desirous   of  effecting  insurance),    having  this  day  proposed  to 

effect  an  Insurance  against  Fire,   to  the  amount  of  £>  ,  upon  {general 

description  of  subjects),  situate  ,  the  same  is  held  secure 

for   [thirty]   days   from   this    date    (subject  to  the  conditions  of  this  Society's 

Policies),  and  this  Cover  Note  will  cease  to  be  of  effect  when  notice  is  given  to 

the  proposer,  or  any  one  acting  on  his  behalf,  that  the  proposal  is  declined. 

*  ,  Branch  Manager. 
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Form  3,  Endorsement  on  Fire  Policy  covering  Furnishings  and 
Fittings,  following  on  Intimation  of  Removal 

Memorandum. — It  is  hereby  declared  that  the  property  insured  by  this 
policy  shall  now  only  be  held  covered  in  Assured's  present  shop  and  office, 
situate  {address).  Building,  stone  or  brick  built,  and  slated,  and  in  no  way 
hazardous. 

{Date.)  A.  B., 

E.  B.  5/4997.  Branch  Manager. 

Entd.  {Initls.). 

The  interest  in  a  Fire  Policy  is  conveyed  by  endorsement  on  the  policy 
itself. 


Form  4,  Endorsement  on  Fire  Policy  conveying  Interest  in  the 
Policy  to  another  Party 

{Place  and  Date.) 

The  sole  interest  in  the  insurance  by  this  policy  is  hereby  declared  to  be  now 
vested  in  the  within-designed  A.  B.  [ovy  C.  D.  of  ,  &c.]. 

E.  B.  5/1061. 
Entd.  {Initls.).  ,  District  Manager. 


Form  5,  Endorsement  on  Fire  Policy  conveying  Interest  therein 
to  Heritable  Creditor 

{Place  and  Date.) 

It  is  hereby  declared  that  the  interest  in  the  within  policy  is  now  transferred 
to  and  vested  in  the  X.  Y.  Building  Society,  as  heritable  creditors  primo  loco, 
and  the  within-designed  A.  B.,  as  proprietor  in  reversion. 

E.  B.  5/211. 

Entd.  (Initls.)  ,  District  Manager. 

The  interest  in  a  Life  Policy  is  conveyed  by  assignation,  a  form  of 
which  is  given  in  the  Schedule  to  the  Policies  of  Assurance  Act,  1867. 


Form  6,  Assignation  of  a  Single  Premium  Life  Policy  in  Security 
of  a  Bank  Overdraft 

®I,    {full   name,  designation,   and  address   of  party  whose   interest   is 
being   assigned),  do   hereby,   for   certain   good  and   onerous   causes   and 
considerations,     assign    unto    the     {Bank)    and    to  their    Assignees,    a 
Policy   of    Assurance,    No.    86,295,    Class    A,    for    the  sum  of  One   thousand 
pounds   Sterling,    dated   the   fourth    day   of   October,    Eighteen   hundred   and 
ninety-four,    over    my    life,    by    the  Life    Assurance 

Society,  Limited,  in  which  I  am  designed  {quote  designation  as  in  policy),  the 
single  premium,  in  respect  of  which  has  been  paid,  Together  with   the   said 
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assured  sum  of  One  thousand  pounds  and  all  bonus  additions  accrued,  or  that 
may  accrue  thereon,  and  my  whole  right,  title,  and  interest  therein,  with  full 
power  to  the  said  {Bank)  and  their  foresaids  to  sell,  in  such  manner  as  they  may 
see  fit,  and  that  either  by  public  roup  or  private  bargain,  with  or  without 
advertisement  or  notice  to  me,  or  to  assign  or  surrender  the  said  Policy  of 
Assurance  at  pleasure,  to  uplift  and  recover  the  proceeds  thereof  and  to  grant 
discharge  therefor,  and  generally  to  do  everything  in  relation  to  the  said  Policy 
of  Assurance,  and  sums  therein  contained,  which  I  could  have  done  before 
granting  hereof :  And  I  have  delivered  to  the  said  {Bank)  the  foresaid  Policy  of 
Assurance,  and  I  consent  to  the  registration  hereof  for  preservation. — In  witness 

WHEREOF. 

Under  the  Policies  of  Assurance  Act,  1867,  every  assurance  company 
to  whom  notice  of  an  assignation  of  a  life  policy  has  been  given  must,  on 
payment  of  a  statutory  fee  of  5s.,  give  an  acknowledgment  in  writing  of  their 
receipt  of  such  notice.  The  practice  is  to  lodge  the  assignation  with  the 
office  in  duplicate,  and  one  copy  is  received  back  with  an  acknowledgment 
stamped  or  written  thereon,  and  signed. 


1 
I 


Form  7,  Intimation  to  the  Assurance  Company  of  the  foregoing    ^ 

Assignation  ^1 

To  the  Life  Assurance  Society,  Limited,  at  their  OflBce  in 

Take  notice  that  by  Assignation  dated  the  fourth  day  of  December,  Nineteen 
hundred  and  ,  {full  name^  designation,  and  address  of  the  party  whose  interest 
is  being  assigned),  has  assigned  to  the  {Bank)  and  their  Assignees,  a  Policy  of 
Assurance  for  the  sum  of  One  thousand  pounds  Sterling,  dated  the  fourth  day  of 
October,  Eighteen  hundred  and  ninety-four,  and  marked  No.  86,205,  Class  A, 
granted  by  you  over  his  life ;  in  which  he  is  designed  {designation  as  in  Policy) ; 
Together  with  the  said  assured  sum  of  One  thousand  pounds  Sterling,  and  all 
bonuses  and  additions  accrued  or  that  may  accrue  thereon,  and  his  whole  right, 
title,  and  interest  therein  ;  With  full  power  to  the  said  {Bank)  and  their  foresaids, 
to  sell,  or  surrender  the  same  at  pleasure,  to  uplift  and  recover  the  proceeds 
thereof,  and  to  grant  discharges  therefor,  and  generally  to  do  everything  in 
relation  to  the  said  Policy  of  Assurance  and  sums  therein  contained,  which  he 
could  have  done  before  granting  the  said  Assignation. 

Dated  at  [Edinburgh],  this  fifth  day  of  December,  Nineteen  hundred  and 

{Law)  Agent. 


The  receipt 

of  a 

notice,  of 

which 

the   above  is  a 

duplicate,  is  hereby  acknowledged 

For  the 

Life  Assurance 

Society,  Limited. 

A. 

B.,  Manager. 

Dated  6th  Dec, 

19 

. 

Entd.,  0.  D. 
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Form  8,  Retrocession  of  the  above  Policy  on  the  Closing  of  the 

Bank  Account 


We,  [Bank),  Considering  that  the  purpose  for  which  the  Policy  of  Assur- 
ance after-mentioned  was  assigned  to  and  held  by  us  has  now  been  served, 
and  that  we  have  been  requested  to  grant  a  Retrocession  of  the  same : 
Therefore  we  do  hereby  retrocess,  re  pone,  and  restore  A.  B.,  his  executors,  admin- 
istrators, and  assignees,  in  and  to  his  own  right  and  place  in  a  Policy  of  Assurance, 
No.  86,295,  Class  A,  granted  by  the  Life  Assurance  Society,  Limited, 

for  the  sum  of  One  thousand  pounds,  dated  fourth  October,  Eighteen  hundred  and 
ninety-four,  over  his  life,  assigned  to  us  by  Assignation  granted  by  the  said  A.  B. 
in  our  favour,  dated  fourth  December,  Nineteen  hundred  and  ,  and  intimated 
to. the  said  Life  Assurance  Society,  Limited,  on  the  sixth  day  of  Decem- 

ber, Nineteen  hundred  and  ,  together  with  the  sums  thereby  assured,  and  all 

bonuses  and  additions  thereto,  past  and  future,  and  that  to  the  effect  the  said 
A.  B.  may  uplift,  discharge,  and  convey  the  same  as  freely  in  all  respects  as  he 
might  have  done  before  the  said  Assignation  in  our  favour  was  granted :  And  we 
have  herewith  delivered  to  the  said  A.  B.  the  foresaid  Policy  of  Assurance,  and 
the  said  Assignation  thereof,  to  be  used  by  him  and  his  foresaids  as  their  own 
proper  writs  and  evidents  in  all  time  coming. — In  witness  whereof. 


To  the 


Form  9,  Intimation  of  the  above  Retrocession 

Life  Assurance  Society,  Limited,  at  their  Head  Office  in 


Take  notice  that  by  Retrocession,  dated  twenty-sixth  May,  Nineteen  hundred 
and  ,  {Bank)  have  retrocessed,  reponed,  and  restored  A.  B.,  his  heirs,  execu- 

tors, and  assignees,  in  and  to  his  own  right  and  place  in  a  Policy  of  Assurance 
for  the  sum  of  One  thousand  pounds,  dated  the  fourth  day  of  October,  Eighteen 
hundred  and  ninety-four,  and  numbered  86,295,  Class  A,  granted  by  you  over  his 
life ;  Together  with  the  said  assured  sum,  and  all  bonuses  and  additions  thereto, 
past  and  future,  and  that  to  the  eifect  the  said  A.  B.  may  uplift,  discharge,  and 
convey  the  same  as  freely  in  all  respects  as  he  might  have  done  before  the 
Assignation  thereof  by  him  in  our  favour  was  granted. 

Dated  at  [Edinburgh],  this  twenty-sixth  day  of  May,  Nineteen  hundred 
and 

(Law)  Agent. 


The  receipt  of 

a  notice,  of  which 

the  above  is  a 

duplicate,  is  hereby 
For  the 

acknowledged. 

Life  Assurance 

Society,  Limited. 

A. 

B.,  Manager. 

Dated  27th  May,  19 
Entd.,  C.  D. 

' 
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Interest 

Cards  for  charging  Periodical  Interest 


I 


The  business  of  Life  Insurance  Offices,  and  some  other  Companies, 
includes  the  making  of  a  large  number  of  advances  to  different  borrowers 
of  varying  amounts,  the  interest  on  which  may  fall  due  yearly,  half-yearly, 
or  quarterly,  on  different  dates  in  different  cases.  As  a  whole,  the  interest 
payments  will  be  distributed  pretty  uniformly  over  the  year,  and  the  plan 
usually  adopted  is  to  charge  it  up  month  by  month,  in  respect  of  the 
payments  falling  due  in  the  month.  For  the  calculation  of  the  interest  in 
each  particular  case  and  the  writing  of  the  necessary  receipts,  a  card 
system  offers  more  facilities  than  a  book  record,  inasmuch  as — (1)  the 
cards  are  more  easily  handled  ;  (2)  they  admit  of  the  work  being  divided 
up  among  several  of  the  staff;  (3)  they  are  readily  thrown  into  any 
required  classification;  (4)  they  may  be  removed  as  the  loans  are  can- 
celled. A  card  of  the  form  subjoined  is  offered  as  a  general  example.  It 
may,  however,  be  varied  according  to  circumstances.  Thus,  by  increasing 
its  length,  the  Loan  and  the  Interest  columns  might  be  placed  side  by 
side,  thus  providing  space  for  more  entries,  and  necessitating  a  less  fre 
quent  rewriting  in  cases  where  additional  loans  or  repayments  are  numerous, 
As  it  is,  the  form  contains  space  for  ten  half-yearly  charges  of  interest 


Form  of  Card  for  charging  up  varying  periodical  interests. 

INTEREST  DUB— 1st  May  and  November. 

LOAN  NO. 

BORROWER. 

George  Williamson. 

INTEREST 

4%. 

DATE. 

+ 

- 

EXISTING. 

1900  1  May 

1901  25  July 

1902  4  Feby. 

1904  10  Octr. 

1905  14  Mch. 

£     ».    d. 

£      s.     d. 

£            S.        d. 

200     0     0 
270     0     0 
220     0     0 
280     0     0 
240     0     0 

99 

70    0     0 

86 

50     0     0 

22 

60     0     0 


48 

40     0    0 



DUE   DATE. 

INTEREST. 

TAX. 

NET. 

1901     1  May 
Nov. 

£          S.         d. 

4     0     0 
4  15     2 
4  18     7 
4     8     0 
4     8     0 
4     8     0 
4     8     0 

4  10  11 

5  7   10 
4  16     0 

£       s.     d. 

0     4     1 
0     5     6 
0     5     9 
0     5     6 
0     5     3 
0     4     0 
0     4     1 
0     4     6 
0     5     4 
0     4     9 

£      s.     d. 

3  15  11 

4  9     8 
4  12  10 
4     2     6 
4     2     9 
4     4     0 
4     3  11 

4  6     5 

5  2     6 
4  11     3 

1902     1  May 
Nov. 

1903     1  May 
Nov. 

1904     1  May 
Nov. 

1905     1  May 
Nov 

AGENCy— 

i 

1 

/ 

I 
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The  modifications  necessary  to  suit  particular  circumstances  will  readily 
suggest  themselves.  In  any  case,  the  card  should  contain  all  the  particulars 
required  for  the  interest  receipt— e.gr.,  the  borrower's  name,  the  amount  of 
the  loan,  the  due  date,  rate  and  amounts,  gross  and  net,  of  interest 
together  with  the  agency  to  which  the  receipt  is  to  be  sent  for  collection! 
In  the  above  card  the  loan  particulars  are  set  forth  in  the  middle  spaces, 
the  "  plus "  and  "  minus "  columns  being  for  additional  loans  and  repay- 
ments respectively.  Adjoining  each  of  these  latter  is  a  column  for  the 
number  of  days  to  the  next  due  date,  which  should  be  filled  in  and  checked 
when  the  additional  loan  or  repayment  is  recorded.  In  this  wav  the 
calculation  of  the  next  due  interest  is  facilitated.  Thus  the  interest  due 
1st  November,  1901,  in  the  above  case,  is  on  £200  for  6  months,  plus  on 
£70  for  99  days.  Similarly,  that  due  1st  May,  1902  (on  the  assumption 
that  the  £50  was  repaid  without  interest),  is  on  £270  for  6  months,  minus 
on  £50  for  86  days.  ,    ^     . 

J.  R.  Armstrong. 

Interest  Warrant.     See  Companies— Debentures. 


Investig'ations.      See    Reports;     Auditors'    Certificates 
AND  Reports;  and  Compensation,  Claims  foe. 

Investments  —  Treatment    of    Discounts    and 
Premiums 

In  the  case  of  a  debenture  bond  purchased  at  a  premium,  the  periodical 
proceeds  of  the  coupons  consist  mainly  of  interest  on  the  investment,  but 
partly  also  of  capital  repaid — i.e.,  of  a  sinking  fund  for  the  ultimate  extinc- 
tion of  the  premium.  On  receipt  of  the  coupon  proceeds  it  is  necessary  to 
apportion  them  between  interest  and  capital,  and  a  systematic  way  of  doing 
so  is  desirable  where  there  are  large  and  various  holdings,  and  coupons  are 
maturing  each  month.  Likewise,  in  the  case  of  a  purchase  under  par,  the 
difference  between  the  face  value  of  the  bond  and  the  price,  represents 
additional  interest,  a  due  portion  of  which  may  properly  be  anticipated 
year  by  year  and  employed  in  writing  up  the  loan.  There  are,  indeed, 
cases  in  which  the  date  of  redemption  is  so  far  distant,  or  the  purchase 
price  so  near  par,  or  an  early  re-sale  so  probable,  that  no  such  adjust- 
ment is  necessary,  and  they  may  in  practice  be  treated  as  ordinary 
loans. 

As  regards  the  cases  in  question,  however,  it  is  assumed — (1)  that  a 
separate  ledger  account  is  kept  for  each  investment,  and  debited  at  the 
outset  with  the  full  price  paid,  which  will  usually  include  accrued  interest, 
together  with  brokerage  and  other  expenses  incidental  to  the  purchase ; 
(2)  that  the  true  "  yield,"  or  the  actual,  as  distinct  irom  the  nominal,  rate 
of  interest  is  calculated  on  the  basis  of  the  price,  and  adopted  for  sinking 
fund  purposes.  The  true  interest  for  any  term  will  then  be  the  actual 
rate  on  the  ledger  balance  at  the  beginning  of  the  term.  This  will  exceed 
or  fall  short  of  the  coupon  proceeds  according  as  the  ledger  price  is  under 
or  over  par,  and  the  account  will  be  written  up  or  down  by  the  difference. 
This  might  be  done  by  passing  the  coupon  proceeds  through  the  Cash  Book 
direct  to  the  credit  of  the  ledger  account,  and  carrying  the  true  interest  to 
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its  debit  and  to  the  interest  account  by  journal  entry.  This,  however,  has 
the  disadvantages — (1)  of  overloading  the  ledger  account ;  and  (2)  of 
introducing  into  it,  and  disturbing  the  sinking  fund  by,  the  fluctuations  in 
the  rate  of  exchange  to  which  the  coupons  are  usually  subject  in  the  case 
of  Foreign  Investments,  of  which  American  Dollar  Bonds  are  the  most 
frequent  example.  It  is  better  to  place  the  coupon  proceeds  direct  to 
interest,  and  to  journalise  the  sinking  fund  entry  thus — 


Interest,  Dr. 

To  Loan  (for  sinking  fund),  Cr. 


•  loss     ' 


or,  vice  versa,  if  the  loan  is  under  par.    In  this  way  any  small  profit  or 
on  exchange  will  go  into  the  interest  account  for  the  year. 

The  question  is,  what  is  the  best  method  of  preparing  these  journal 
entries.  The  idea  of  drawing  up  once  for  all  for  each  loan  a  schedule 
of  capital  repayments,  as  in  the  case  of  a  terminable  annual-rent,  may  be 
discarded  as  involving  unnecessary  labour,  in  view  of  the  probability  of 
the  account  being  disturbed  or  closed  at  any  time,  either  by  an  additional 
purchase,  or  by  a  partial  or  total  re-sale  of  the  bonds.  It  is  more  con- 
venient to  supply  the  items  from  term  to  term  as  required,  and  this  may 
be  done  on  a  sheet  of  the  form  subjoined.  This  is  supposed  to  be  a  list  of 
all  the  sinking  fund  investments  of  the  character  above  described  requiring 
to  be  written  up  or  down  in  the  month  of  July  19  ,  when  the  termly 
coupons  become  payable.  Columns  (1),  (2),  and  (3)  respectively,  contain 
the  office  number  of  the  loan,  its  description,  and  the  ledger  balance  at  the 
previous  term.  It  is  desirable  to  extract  the  particulars  from  the  ledger 
itself  each  time,  so  that  any  changes  in  the  interval  may  not  be  over- 
looked. To  facilitate  this  a  special  ledger  may  be  kept  for  this  class 
of  investments,  and  the  due  dates  of  interest  noted  at  the  head  of  each 
account.  Column  (4)  shows  whether  the  interest  is  yearlj^,  half-yearly,  or 
quarterly.  Column  (5)  shows  the  "yield"  for  the  corresponding  period 
Columns  (6)  and  (7)  show  the  nominal  interest  or  coupon  proceeds, — the 
dollar  or  other  foreign  currency  being  converted  into  sterling,  at  the  rate 
assumed  in  the  calculation  of  the  yield, — (here  $  =  4s.  Id).  Column  (8) 
shows  the  actual  interest  to  be  taken  credit  for,  and  according  as  this 
is  more  or  less  than  the  nominal  interest,  the  ledger  account  falls  to  be 
written  up  or  down  by  the  difference  as  given  in  Column  (9)  or  (10). 


[Form  of  Journal  Entries. 
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INVOICE 

Method  of  calculating  Succeeding  Instalment  of  Sinking  Fund. 

No.  15. 
391 

No.  19.                  No.  21.                 No.  28. 
902                  291                   202 

No.  33. 
422 

1-679 

17 

15 

0 

8-254                 -879                1-500 

165                     9                     30 

7                      8                       0 

2-650 

53 

5 

1 

8-426                 -896                1-530 
£8,  8s.  6d.           18s.          £1,  10s.  7d. 

1-711 
=  £1,  Us.  3d. 

2-709 
£2,  14s.  2d. 

J.  R.  Armstrong. 

Invoice 

Form  1,  Common  Form  of  Invoice 

< 

M     .  {Purchaser's  name\ 

[Place  and  Date.) 

Bought  of 
Messrs.  {Seller's  name). 

m 

All  claims  for  allowances,  &c.,  on  this  purchase,  to  be  intimated  within  7 
days  of  the  above  date. 

Terms,  5  7o  within  3  months.                                                                         J 

£    8.    d. 


Form  2,  Invoice  for  Goods  despatched  per  Carrier 

(Place  and  Date. 
M     .  (Purchasers  name), 

Bought  of 
Messrs.  (Seller's  name). 

The  undernoted  goods,  sent  to  you  at  your  own  risk  and  for  your  accoun! 
through  (carriers). 
Terms,  net. 


£    8.    d. 


I 
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Form  3,  Invoice  for  Purchases  by  Agent 

{Place  and  Date.) 
Invoice  of  (general  descrijytion  of  goods),  bought  by  order  and  for  account  of 
(PrmcipaVs  name),  and  shipped  to  {Consignee's  name,  whether  principal  or  his 
customer),  by  {Agent's  name). 
Terras, 


£    8.    d. 


Forms  of  Invoices  approved  by  Canadian  Customs  (Oct.  1904) 

{a)  Invoice  for  goods  sold  by  Exporter  prior  to  Shipment 

{Place  and  Date.) 
Invoice  of  ,  purchased  by  -  ,  of  ,  from 

,  of  ,  to  be  shipped  per 


Marks  and 
Numbers  on 

Quantities  and  Description  of  Goods. 

Fair  Market 
Value  as  sold 

for  Home 
Consumption. 

Selling  Price  to  the 
Purchaser  in  Canada, 

Packages. 

@ 

Amount. 

£     «.     d. 

{Signature  of  Seller  or  Agent.) 

(A  certificate  is  endorsed  hereon,  declaring  that  the  foregoing  invoice  is 
"  in  all  respects  correct  and  true,"  that  no  different  invoice  will  be  furnished 
to  any  one  for  the  same  goods,  and  that  there  exists  no  arrangement  for 
abatements  or  allowances  other  than  as  shown  in  the  invoice,  &c.) 

{h)  Invoice  for  Goods  shipped  on  Consignment  without  Sale  by  Exporter 

{Place  and  Date.) 
Invoice  of  ,  consigned  by  ,  of  ,  to 

,  of  ,  to  be  shipped  per 


Marks  and 

Numbers  on 

Packages. 

Quantities  and  Description  of  Goods. 

Fair  Mari 
for  Horn 

@ 

et  Value  as  sold 
B  Consumption. 

Amount. 

£    8.    d. 

(Signature  of  Owner  or  Agent.) 
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A  declaration  in  the  following  terms  is  to  be  attached  to  the  fore- 
going form : — 

I,  {name  of  party  subscribing  to  this  declaration),  of  (city  or  town  and  country), 
do  solemnly  and  truly  declare  as  follows  : — 

(1.)  That  I  am  (a  member  of  the  firm  of  ,  giving  the  name  of 

the  firm  when  the  shipment  is  made  by  a  firm;  or,  an  officer,  director,  or  manager; 
of  ,  giving  the  name  of  the  corporation  when  the  shipment  is 

made  by  a  corporation)  the  owner  of  the  goods  shipped  on  consignment  to  (name 
of  Consignee),  at  ,  in  Canada,  and  described  in  the  annexed 

invoice. 

(2.)  That  the  said  invoice  is  a  complete  and  true  invoice  of  all  the  goods 
included  in  this  shipment. 

(3.)  That  the  said  goods  are  properly  described  in  the  said  invoice. 

(4.)  That  there  is  included  and  specified  in  the  said  invoice,  the  true  value  of 
all  cartons,  cases,  crates,  boxes,  and  coverings  of  any  kind,  and  all  charges  and 
expenses  incident  to  placing  the  said  goods  in  condition  packed  ready  for  ship- 
ment to  Canada. 

(5.)  That  none  of  the  said  goods  have  been  sold  by  or  on  behalf  of  the  owner 
aforesaid  to  any  person,  firm,  or  corporation  in  Canada. 

(6.)  That  the  said  invoice  contains  a  just  and  faithful  valuation  of  such  goods, 
at  their  fair  market  value,  as  sold  for  home  consumption  in  the  principal  markets 
of  the  country,  whence  the  same  are  exported  directly  to  Canada,  and  that  such 
fair  market  value  is  the  price  at  which  the  said  goods  are  freely  off'ered  for  sale, 
in  like  quantity  and  condition  by  me,  or  by  dealers  therein,  to  purchasers  in  said 
markets,  in  the  ordinary  course  of  trade,  at  the  usual  credit,  without  any  discount 
or  deduction  for  cash,  or  on  account  of  any  drawback  or  bounty,  or  on  account  of 
any  royalty  actually  payable  thereon,  or  payable  thereon  when  sold  for  home 
consumption,  but  not  payable  when  exported,  or  on  account  of  the  exportation 
thereof,  or  any  special  consideration  whatever. 

(7.)  That  if  the  value  for  duty  of  any  goods,  as  stated  in  this  invoice,  is  other 
than  the  value  thereof  as  above  specified,  such  value  for  duty  has,  to  the  best  of 
my  knowledge  and  belief,  been  fixed  and  determined  under  the  authority  of  the 
Customs  Act,  at  the  value  stated  in  said  invoice ;  and 

(8.)  That  no  different  invoice  or  account  thereof  has  been,  or  will  be,  furnished 
to  any  one  by  me  or  on  my  behalf. 

"  Whereas,  German  goods  are  subject  to  surtax  in  Canada,  I  certify  that  none 
of  the  articles  included  in  this  invoice  are  the  produce  or  manufacture  of 
Germany,  and  that  the  chief  value  of  none  of  said  articles  was  produced  in 
Germany,  save  and  except  all  articles  opposite  which  the  word  *  Germany '  is 
written  in  this  invoice." 

Declared  at  ,  this  day  of  ,19 

before  me.  (Signature.) 


I 


Invoice  Book 


This  book  is  the  book  record  of  a  debt  contracted  for  goods  purchased  or 
charges  incurred.  Not  unfrequently  the  name  is  wrongly  applied  to  the 
Day  Book,  which  contains  the  particulars  of  the  goods  invoiced  to  cus- 
tomers. The  Invoice  Book  is  also  sometimes  titled  the  Bought  Day  Book, 
Purchases  Book,  Purchases  Day  Book,  or  Purchases  or  Credit  Journal. 
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Form  1,  Common  Form  of  Invoice  Book 

(^Suitable  for  small  traders  and  concer^is  dealing  in  one  class  of  goods  only,) 


£    s.    d.     £    8.    d. 


The  date  of  the  purchase,  as  shown  on  the  invoice  received,  is  recorded 
in  the  date  column,  the  name  of  the  seller  and  the  description  of  the  goods 
in  the  next  division,  and  the  details  of  the  purchase,  if  such  are  to  be 
shown,  will  be  placed  in  the  inner  cash  column,  and  the  total  of  the  pur- 
chase carried  out  to  the  outer  cash  column.  The  folio  column  is  for  the 
reference  posting  folio  to  the  creditors'  or  bought  ledger.  It  is  a  common 
practice  for  some  houses  to  sum  both  columns  so  as  to  provide  a  check 
upon  the  summations,  but  experience  proves  that  this  object  is  seldom 
thereby  attained. 

If  the  invoices  are  properly  filed,  it  is  unnecessary  to  rewrite  the  items 
into  the  Invoice  Book.  The  original  invoices  should  be  consecutively 
numbered  on  the  file,  and  the  reference  number  given  to  the  entry  in  the 
Invoice  Book.  Such  entry  need  then  only  have  the  date,  creditor's  name, 
and  total  entered,  to  instruct  the  postings  necessary  for  the  transaction.  A 
special  column  for  the  progressive  number  of  the  invoice  on  the  file  could 
be  provided  in  Form  1,  just  following  the  date  column;  a  very  common 
practice,  however,  is  to  give  these  progressive  numbers  in  coloured  pencil 
in  the  margin. 

Business  houses  do  not,  as  a  rule,  write  up  the  Invoice  Book  from  day 
to  day ;  the  general  practice  is  to  file  the  invoices  as  received,  and  at  stated 
periods — weekly  or  monthly — arrange  the  filed  invoices  alphabetically,  and 
write  up  the  Invoice  Book  from  them  then.  When  this  method  is  adopted, 
it  is  usual  to  sum  in  the  inner  column  the  period's  purchases  from  each 
house,  and  carry  out  each  house's  total  as  the  item  to  be  credited  to  its 
account  in  the  creditors*  ledger.  This  certainly  saves  posting,  but  does  not 
afford  facilities  for  checking  the  creditors'  accounts  in  detail. 

Theoretically,  the  cash  'purchases  should  be  shown  in  the  Invoice  Book, 
but  in  practice  they  are  debited  to  a  cash  purchases  account,  which  is 
closed  into  the  goods  account,  thus  showing  there  the  cash  distinct  from 
the  credit  purchases. 

Theoretically,  also,  the  returns  outwards  should  be  deducted  from  the 
Invoice  Book  before  the  latter  totals  are  carried  to  purchases  or  goods 
account,  but  in  practice  the  Invoice  Book  totals  are  periodically  debited 
to  purchases  account,  and  the  Returns  Outwards  Book  totals  credited  to  the 
same  account,  the  debit  balance  on  purchases  account  thus  representing 
the  net  invoices.  Credit  notes  for  these  returns  may  be  filed  among  the 
invoices  or  on  a  separate  file,  their  colour  distinguishes  them  sufficiently  to 
prevent  confusion. 

A  firm  carrying  on  its  business  in  departments  should  employ  the 
columnar  or  analytical  form  of  Invoice  Book  to  separate  the  purchases  for 
the  different  departments. 
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Form  2,  Columnar  Invoice  Book  (for  a  Business  carried  on 
in  Departments) 


Date  and  Particulars. 


Inv. 
No. 


Dep.A. 


£  s.  d. 


Dep.  B. 


£  s,  d. 


Dep.C. 


£  s.  d. 


Total. 


The  amount  of  each  purchase  is  entered  in  its  appropriate  depart 
mental  column,  and  the  total  amount  to  be  credited  to  the  persons 
account  of  the  creditor  is  carried  to  the  total  column.  The  sums  of  th< 
several  departmental  columns  are  carried  periodically  to  their  respective 
goods  or  purchases  accounts.  It  is  the  items  in  the  total  column  that  ard 
posted  to  the  credit  of  the  creditors'  account,  and  the  total  column  shouk 
also  be  utilised  to  check  the  addition  of  the  departmental  columns  bj 
verifying  the  cross  summations.  A  detail  column  can  be  added  to  Form  % 
for  use  in  cases  where  the  details  of  the  individual  invoices  are  copied  int( 
the  Invoice  Book. 

A  very  useful  style  of  Invoice  Book  has  recently  found  general  accept- 
ance in  businesses  where  it  is  necessary  to  analyse  the  purchases  under 
various  heads.  The  book  itself  has  a  strong  binding,  and  is  of  thick  paper ; 
the  left  side  is  blank,  and  on  this  space  are  pasted  the  invoices  actually 
received  from  the  creditors.  They  are  folded  up  lengthwise,  and  the  name 
of  the  creditor,  the  date  of  the  purchase,  the  total  of  the  invoice,  and  the 
general  head  under  which  the  item  falls,  are  written  on  the  folded  outside. 
On  the  right-hand  page  are  cash  columns  headed  with  the  various  sub- 
divisions of  the  accounts  required  for  the  invoiced  goods  or  charges ;  the 
totals  of  these  classification  columns  give  the  entries  for  the  debit  of  the 
corresponding  ledger  accounts.  The  last  column  to  the  right  is  the 
total  column,  which  gives  the  amounts  to  be  credited  to  the  creditors' 
accounts,  and  also,  by  agreement  with  the  cross  summation  of  the  classifi- 
cation columns,  verifies  their  summations. 


Form  3,  Invoice  Book  for  use  in  a  large  Business,  where  the 
Purchases  Account  is  sub-divided 


{Left-hand  page.) 

{Eight-hand  page.) 

stock.     Stores. 

Plant. 

Fuel,  &c. 

Carriages. 

Fol. 

Total. 

This  page  is  blank  and  the  in- 
voices are  pasted  thereon,  folded, 
and  backed  with  date,  creditor's 
name,    amount,    and    divisional 
head. 
« 

£.  s.  d.    &  8.  d. 

! 

1 

&s.  d. 

£    8.    d. 

£    s.    d. 
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I.O-U. 

This  is  a  simple  acknowledgment  of  indebtedness.  It  is  good  evidence  of 
the  sum  being  due ;  but  if  an  action  be  raised  for  the  amount,  such  action 
should  be  simply  for  payment  of  the  sum  lent,  and  not,  as  in  the  case  of 
a  bill,  for  the  sum  "  due  by  bill  dated,"  &c. 

It  must  be  holograph  and  signed  by  the  granter,  must  state  the 
amount  due,  and  must  contain  either  the  words  "  I  owe  you,"  or  the  letters 
"  I.O.U."     It  need  not  be  dated  nor  addressed  to  any  person. 

So  long  as  it  is  restricted  to  the  bare  acknowledgment,  an  lO.U.  does 
not  require  any  stamp.  If  anything  more  be  added,  the  risk  is  run  of  the 
document  becoming  a  promissory-note,  or  bill,  or  agreement,  and  so  liable 
to  stamp  duty,  and  in  all  probability  void  for  want  of  a  stamp.  Thus,  the 
addition  of  the  words,  "  to  be  paid  on  the  22nd  inst.,"  was  held  to  convert 
an  I.O.U.  into  a  document  requiring  a  stamp  {Brooks,  2  M.  &  W.  74). 
The  usual  form  is  as  follows  : — 

Form  of  I.O.U. 

Is^  June,  19 
LO.U.  the  sum  of  £100. 
C.  D.  A.  B. 

Joint  Account  or  Joint  Adventure.  See  Consign- 
ments. 


Journal 

The  various  forms  of  the  journal  in  most  common  use  are  given ;  they 
are  generally  self-explanatory. 

(Date.) 


Form  1,  Common  Form 

(Accounts,  Dr.  and  Or.)  (Fol.)        (Dr.)  (Or.) 


£    8.    d.       &    8.    d. 


(Dr.) 

(Fol.) 

Form  2,  Civil  Service  Form 

(Date  and  Accounts,  Dr.  and  Or.) 

(Fol.) 

(Or.) 

£    8.    d. 

The   date   is   given  in   middle   of  page  and 
precedes  the  narratives  of  the  day's  entries, 
like  Invoice  and  Day  Books  in  general 
practice. 

*    8.    d. 

Form  3,  Ledger  Form 

(Date.)  (Dr.  Account.)  (Fol.)     (Amt.  Dr.)      (Cr.  Account.) 


(Fol.)  (Amt.  Or.) 


£    8.     d. 
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(Date) 


Form  6,  Ruling  with  Detail  Column 

(Accounts)  (Detail)    (Fol.)       (Dr.) 


(Or.) 


£    s.    d. 


£    8.    d. 


Judicial  Factory 

A  JUDICIAL  FACTOR  is  an  officer  appointed  by  the  Court  to  administer  or 
conserve  any  estate  or  interest  which  is  unprotected,  or  for  which  there  is 
no  present  owner,  or  no  person  having  a  legal  title ;  or,  where  the  owner, 
if  known,  is  not  capable  of  managing  his  estate  ;  or,  where  the  ownership 
or  possession  is  in  dispute;  or,  in  the  case- of  joint  ownership,  where  the 
joint  owners  are  not  able  to  agree  as  to  the  management. 

Applications  may  be  made  at  Common  law,  or  under  one  of  the 
various  statutes  authorising  the  appointment  of  factors,  &c.  These  Acts 
are  as  follows : — 


Act  of  Sederunt,  13th  February,  1730. 
Judicial  Factors  Act,  1849  (12  &  13  Vict.  c.  51). 
Guardianship  of  Infants  Act,  1886  (49  &d  50  Vict. 
Judicial  Factors  Act,  1889  (52  &  53  Vict.  c.  39). 


c.  27). 


And  in  the  SheHff-Gourt : — 

Judicial  Factors  Act,  1880  (43  &  44  Vict.  c. 
Act  of  Sederunt  of  14th  January,  1881. 


4). 


The  following  Acts  also  contain  Provisions  as  to  Appointment  of 
Factors : — 

The  Companies  Clauses  Consolidation  Act,  1845  (8  &  9  Vict.  c.  17), 

ss.  56  and  57. 
The  Bankruptcy  Act,  1856,  ss.  16  and  164  (19  &  20  Vict.  c.  79). 
Act  of  Sederunt  of  25th  November,  1857. 

Although  by  the  last-mentioned  Act  the  procedure  is  under  the  Bank- 
ruptcy Act,  appointments  made  in  virtue  of  the  164th  section  are  not  in 
any  way  dependent  upon  the  solvency  or  insolvency  of  the  estate.  The 
deceased  may  have  left  no  debts,  or  they  may  be  quite  insignificant.  The 
provision  is  primarily  in  favour  of  creditors  of  deceased  persons  where  no 
trustees  or  others  have  been  appointed  to  manage  their  estates,  or  where 
the  appointment  has,  from  any  cause,  failed.  The  section  is  available 
not  only  to  creditors,  however,  but  to  any  one  having  an  interest  by 
succession  in  the  deceased's  estate.  The  debts  due  to  the  petitioning 
creditors,  one  or  more,  must  amount  to  £100,  but  the  title  of  persons 
interested  in  the  succession  to  petition  under  the  section  is  not  subject  to 
any  pecuniary  limit. 

The  petition  is  presented  to  the  Junior  Lord  Ordinary,  the  process 
being  in   the  Bill   Chamber.     The   forms  are  prescribed  by  the   Act   of 
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Sederunt.  The  procedure  differs  from  that  in  other  petitions  for  factors, 
in  that  intimation  of  the  presentation  must  be  made  in  the  Edinburgh 
Gazette.  A  copy  of  the  Gazette  containing  the  notice  must  be  produced. 
The  petition  must  be  boxed  to  the  Accountant  of  Court.  The  appoint- 
ment is  not  made  until  the  lapse  of  fourteen  days  after  the  date  of  both 
Gazette  notice  and  service  (excepting  the  case  of  an  interim  appointment), 
unless  the  Court  sees  fit  to  order  otherwise.  The  time  for  the  factor 
finding  caution  is  limited  to  three  weeks.  Within  eight  days  of  extracting 
his  appointment  he  must  advertise  for  claims  in  the  Gazette,  and  must, 
within  six  months,  lodge  with  the  accountant  an  inventory  of  the  estate. 
The  accountant  then  fixes  the  period  within  which  the  factor  must 
prepare  a  state  of  funds  and  scheme  of  division,  on  which  the  accountant 
then  reports.  The  factor  intimates  the  lodging  of  the  scheme  and  report 
to  all  claimants  on  the  estate,  who  have  three  weeks  for  lodging  objections 
thereto.  On  objections,  if  any,  being  disposed  of,  the  Court  adjusts  and 
approves  of  the  scheme,  and  the  factor  is  authorised  to  distribute  tb 
estate  in  terms  thereof. 

The  factor  cannot  apply  for  his  discharge  until  the  accountant  has 
reported  on  his  management.  The  petition  for  discharge  is  also  intimate' 
by  Gazette  notice. 


'* 


Form  1,  Gazette  Notice  of  Presentation  of  Petition 

To   the   creditors   and   other   persons   interested   in   the   succession 
deceased  (naming  and  designing  him). 

A  petition   has   been   presented   to   the   Court   of   Session,    Bill   Chamber, 
Mr.  ,    clerk,   by  ,   a  creditor   [or,   creditors]    to  the 

amount  required  [or,  by  ,  having  an  interest  in  the  succession  of 

the  said  deceased  ],  the  said  deceased  having  left  no  settlement 

appointing  trustees  or  other  parties  having  power  to  manage  his  estate  [or  as  the 
case  may  be,  the  trustees  under  the  deceased's  settlement  not  accepting  or  acting], 
praying  under  the  Act  19  &  20  Vict.  cap.  79,  s.  164,  for  the  appointment  of  a 
judicial  factor  upon  said  estate,  and  which  petition  will  be  again  moved  in  the 
Court,  on  or  after  the  day  of  ,  of  all  which  notice  is 

hereby  given. 


(Bate.) 


(Signature  of  Petitioner's  Agent,  and  his  place  of  business.) 


Form  2,  Gazette  Notice  for  Claims  on  Estate 

To  the  creditors  and  other  persons  interested  in  the  succession  of  the 
deceased  (designing  him). 

A.  B.,  (naming  and  designing  him),  having  been  appointed  by  the  Court  of 
Session  judicial  factor  on  the  estate  of  the  said  deceased  ,  under  the 

Act  19  &  20  Vict.  cap.  79,  s.  164,  requires  all  the  lawful  creditors  of  the 
said  ,  and  other  persons  interested  in  his  estate,  to  lodge  with  the 

judicial  factor,  ,  within  four  months  after  the  date  of  this  notice, 

a  statement  of  their  claims  as  creditors  of  the  deceased,  or  as  otherwise  interested 
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in  his  estate,  with  such  vouchers  or  other  written  evidence  as  they  may  have  to 
found  upon  in  support  of  their  claims,  in  order  to  the  same  being  considered  and 
reported  upon  by  the  judicial  factor. 

(Date.) 

{Signature  and  address  of  Judicial  Factor.) 


Form  3,  Gazette  Notice  of  lodging  Scheme  of  Funds,  &c. 

To  the  creditors  and  other  persons  interested  in  the  succession  of  the 
deceased  (designing  him). 

A.  B.  ,  judicial   factor  upon  the   estate   of  the  said  deceased 

,  hereby  intimates  that   he   has  prepared  and  lodged  in  Court, 

Bill  Chamber,  Mr.  ,  clerk,  a  state  of  funds  and  scheme  of  division 

of  the  said  estate  to  be  considered  and  approved  of  by  the  Court,  of  which  all 

concerned  ar«  hereby  required  to  take  notice. 

{Date.) 

{Signature  and  address  of  Judicial  Factor.) 


Applications  for  Special  Powers 

No  notes  have  been  given  as  to  the  circumstances  in  which  the  respec- 
tive special  powers  will  be  granted,  as  these  will  vary  according  to  the 
kind  of  factor  or  curator  applying,  and  the  powers  asked.  Detailed  infor- 
mation will  be  found  under  the  separate  heads  in  Green's  **  Encyclopaidia," 
vol.  vii.,  voce  "  Judicial  Factor." 

For  accountants  the  form  of  the  petitions  is  not  important,  and  only 
one  form  is  given  for  its  terms ;  but  the  forms  of  reports  supporting  the 
applications  are  given  in  full,  for  the  more  usual  powers  applied  for. 


A. — In  the  Court  of  Session, 

Form  4,  Petition  for  Powers  to  authorise  Expenditure  on  Improve- 
ments and  to  Feu 

Unto  the  Right  Honourable  the  Lords  of  Council  and  Session. 

Note  for 

A.  B.,  {designation),  factor  loco  tutoris  to  C.  D.  (designation) ; 

Humbly  sheweth, — 

That  on  19     ,  the  petitioner  was  appointed  by  your  Lordships 

factor  loco  tutoris  to  the  said  C.  D.,  eldest  son  and  heir-at-law  of  the  deceased 
E.  D.  {designation),  and,  having  found  caution,  entered  on  the  duties  of  his  office. 

That  the  ward's  estate  includes  the  following  landed  estates  (detail  them). 

That  the  petitioner  finds  it  necessary  to  make  the  present  application  for 
special  powers  to  enable  him — 


1 
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1.  To  erect  new  buildings  and  execute  improvements  and  repairs  on  existing 

buildings  connected  with  the  estate  of  (name) ;  h  i 

2.  To  continue  the  feuing  of  certain  portions  of  the  estate  of  (name).  ^M 

That  the  petitioner  obtained  a  report  by  E.  F.  {designation)^  local  factor  upon 
the  estate  of  ,  dated  ,  as  to  the  said  repairs  and  im- 

provements, with  an  estimate  of  their  probable  cost,  made  by  G.  H.,  clerk  of  works 
on  the  estates,  and  a  certificate  by  J.  L.,  land  valuator  at  ,  of  the 

necessity  for  the  works.  The  probable  cost  of  the  repairs  and  improvements  is 
estimated  by  the  said  G.  H.  at  £  .     In  order  to  provide  for  possible 

variations  between  the  estimated  and  actual  cost  of  the  works  proposed  to  be 
done,  the  petitioner  is  of  opinion  that  a  sum  of  £  should  be  fixed  as  the 

amount  which  the  petitioner  may  expend  upon  the  works  contemplated,  if 
authorised. 

That  the  estate  of  ,  in  the  county  of  ,  consists  to 

a  considerable  extent  of  land  suitable  for  feuing,  and  that  E.  D.,  the  factor  of  the 
said  C.  D.,  feued  portions  of  it  as  opportunity  occurred.  The  petitioner  has 
received  applications  for  a  number  of  feus,  and  has  obtained  from  Mr.  P.  R., 
architect  and  civil  engineer,  ,  a  report,  dated  ,  as  to 

the  feuing  of  said  estate.  In  this  report,  Mr.  P.  R.  recommends  that  certain  roads 
should  be  formed  and  a  feuing  plan  prepared,  in  order  that  future  feuing  may  be 
conducted  to  greater  advantage. 

The  petitioner  has  lodged  with  the  Accountant  of  Court  a  report  annexed 
hereto,  setting  forth  the  circumstances  in  which  he  considers  the  repairs  and 
improvements  proposed  to  be  executed  to  be  necessary  and  the  feuing  to  be 
expedient;  and  the  opinion  of  the  Accountant  on  the  said  report  is  herewith       , 
produced  and  printed  in  the  Appendix  hereto.     There  are  also  produced  here-  ^M 
with  the  various  estimates,  valuations,  and  others  before  referred  to.  ■ 

The  nearest  of  kin  of  the  said  C.  D.  are  (names  and  designations)^  and  are  the 
only  persons  interested  in  this  application. 

The  petitioner's  cautioner  is  R.  S.  (designation). 

May  it  therefore  please  your  Lordships  to  appoint  this  note  to  be  intimated 
on  the  walls  and  in  the  minute-book  in  common  form,  and  to  be  served 
upon  (names  of  parties  interested^  including  cautioner),  and  to  ordain 
them  to  lodge  answers  hereto,  if  so  advised,  within  eight  days  after 
service;  and  thereafter,  on  resuming  consideration  hereof,  with  or 
without  answers,  and  after  such  inquiry  (if  any)  as  your  Lordships  may 
direct — (1)  To  authorise  the  petitioner  to  expend  sums  not  exceeding 
in  all  £  in  erecting  the  new  buildings  and  executing  the 

improvements  and  repairs  on  existing  buildings  on  the  estate  of 

,  as  detailed  in  the  report  by  the  said  E.  F.,  and  relative  estimate 
and  certificates  before  referred  to ;  and  (2)  to  authorise  and  empower 
the  petitioner  to  grant  feus  of  the  parts  of  the  estate  of  , 

coloured  and  respectively  on  the  plan  No. 

of  process,  and  that  at  such  times  and  in  such  portions  as  the 
petitioner  may  think  fit,  and  at  any  rate  or  rates  of  feu-duty,  not  less 
than  the  following  rates,  viz.  (state  rates  recommended,  and  colouring  on 
produced  plan  to  which  each  rate  is  applicable) ;  (3)  to  approve  of  the 
«  form  of  feu-charter  or  other  deed  to  be  lodged  in  process  by  the  peti- 

tioner, applicable  to  the  portions  of  the  said  estate  proposed  to  be  feued 
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as  aforesaid,  as  the  form  to  be  made  use  of  in  all  feus  granted  by  the 
petitioner  under  the  present  application,  and  to  authorise  the  petitioner 
to  grant  feu-charters  in  the  said  form  of  all  feus  to  be  granted  by  him, 
under  the  powers  conferred  by  your  Lordships  in  this  application ;  (4) 
to  authorise  the  petitioner  to  make  the  roads  and  obtain  the  feuing-plan 
recommended  by  the  said  P.  R. ;  and  (5)  to  allow  the  expenses  of  the 
reports,  estimates,  and  certificates  referred  to  in  the  present  application, 
as  well  as  the  expenses  of  this  application,  to  be  charged  against  the 
estate  under  the  petitioner's  charge  ;  or  to  do  otherwise  in  the  premises 
as  to  your  Lordships  shall  seem  proper. 

According  to  Justice,  &c. 


Report  referred  to  in  foregoing  Petition 
Report  by  A.  B.  (designation),  factor  loco  tuforis  of  0.  D.  {designation). 
To  the  Accountant  of  Court. 

On  ,  19    ,  the  reporter  was  appointed  factor  loco  tutoris  of 

the  said  C.  D.,  and,  having  found  caution,  entered  on  the  management  and 
administration  of  the  estate  of  the  ward. 

The  said  C.  D.  is  proprietor  of  the  following  estates,  viz. : — 

Lands,  &o.,  in  Scotland. 

Current  Rental. 

1.  The  estate  of  X.,  in  the  county  of  .  .  £ 

2.  Ground  annuals,  &c.,  in  the  town  of 

3.  The  estate  of  Y.,  in  the  county  of 

4.  Feu-duties,  &c.,  in  the  town  of 


£ 


The  reporter  begs  to  bring  under  the  consideration  of  the  Accountant  of  Court 
the  following  statements  in  regard  to  : — 

1.  The  repairs  and  improvements  required  on  certain  farms  on  the  estate 
ofX.; 

2.  The  necessity  of  obtaining  power  to  grant  feus  on  the  estate  of  Y. 

I.   REPAIRS   and   improvements   ON   FARMS   ON  ESTATE   OP  X. 

There  is  produced  herewith  a  report  by  Mr.  E.  F.  {designation)^  local  factor 
for  the  estate  of  X.,  from  which  it  will  be  seen  that  the  repairs  and  improvements 
on  the  farms  and  holdings  specified  therein  are  necessary,  and  should  be  proceeded 
with  without  delay,  for  the  reasons  there  stated. 

II.   POWER   TO   GRANT   FEUS    OF   CERTAIN   PORTIONS   OP   THE   ESTATE   OP  Y. 

For  a  considerable  period  prior  to  the  death  of  the  late  E.  D.,  feuing  of  this 
estate  was  extensively  carried  on,  and  the  reporter  thinks  it  is  desirable  in  the 
interests  of  his  ward  that  the  feuing  should  be  continued.     Since  the  reporter 
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entered  on  the  management  of  the  estate,  he  has  been  asked  to  feu  a  part  of 
farm,  for  the  purpose  of  erecting  thereon  .     Negotia- 

tions are  also  in  progress  for  other  feus.  The  reporter  has  obtained  from 
Mr.  P.  R,  architect  and  civil  engineer,  ,  a  report,  dated  , 

and  relative  plan  (both  produced  herewith),  as  to  the  feuing  of  the  estate,  and  the 
reporter  desires  to  grant  feus  of  the  portions  mentioned  in  Mr.  P.  R.'s  report  at 
the  respective  rates  of  feu-duty  therein  specified,  and  also  to  carry  out  the  other 
works  recommended  by  him. 

If  the  reporter  obtains  power  to  continue  the  feuing  of  the  estate,  it  will 
increase  both  the  revenue  and  capital  value  thereof,  and  will  be  for  the  benefit  of 
the  ward. 

The  reporter  therefore  proposes,  if  the  Accountant  of  Court  approves,  to 
apply  to  the  Court  for  special  powers : — 

1.  To  erect  the  new  buildings,  and  execute  the  improvements,  repairs,  and 

the  other  works  on  the  estate  of  X.,  specified  in  the  said  report  by 
Mr.  E.  F. 

2.  To  grant  feus  of  the  portions  of  the  estate  of  Y.,  specified  in  Mr.  P.  R.'s 

report,  at  rates  of  feu-duty  not  under  the  respective  rates  specified 
therein,  and  to  carry  out  Mr.  P.  R.'s  recommendations  as  regards 
roads,  and  a  general  feuing  plan  of  the  estate. 


{Date.) 


Humbly  reported  by 

(Signature  of  Factor  loco  tutoris.) 


Form  5,  Report  re  Powers  to  Renounce  Lease  of  Farm 

Report  by  A.  B.  {designation)^  curator  bonis  to  C.  D.  {designation). 

To  the  Accountant  of  Court. 

The  curator  finds  it  necessary  to  apply  to  the  Court  for  power  to  renounce 
the  lease  of  the  farm  of  X.,  in  the  parish  of  Y.,  from  and  after  the  term 
of 

The  estate  of  the  ward  consists,  inter  alia,  of  the  lease  of  the  said  farm  of 
X.,  belonging  to  {name  of  proprietor),  the  lease  of  which  farm  does  not  terminate' 
till  {term),  19  ,  in  so  far  as  regards  the  houses,  roads,  and  grass,  and  the 
separation  of  crops  19  from  the  ground,  in  so  far  as  regards  the  land  that  may 
be  stubble. 

The  curator  desires  to  avoid  any  risk  of  loss  to  the  estate,  in  view  of  the 
hazards  which  necessarily  attend  farming  interests. 

Accordingly,  he  approached  the  proprietor  of  the  said  farm  in  order  to  ascer- 
tain the  terms  on  which  he  would  accept  a  renunciation  of  the  said  lease.     He      i 
finds  that  the  proprietor  is  willing  to  do  so  upon  the  terms  after  mentioned.  hI 

The  lease  boars  as  follows  {narrate  the  obligations  on  the  tenant,  such  as  erect-  ^' 
ing  march  fences,  breaking  up  land  hitherto  in  permanent  pasture,  erecting  build- 
ings, keeping  buildings  in  repair,  or  otherwise  laying  out  money). 

The  proprietor  of  the  estate  has  agreed  to  accept  a  renunciation  of  the  said 
lease  at  {term),  on  the  footing  that  {narrate  terms  of  the  arrangements  come  to, — 
e.g.,  obligations  and  advantages  to  be  given  up  on  either  side). 


I 


i 
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In  order  to  satisfy  himself  that  the  terms  proposed  were  advantageous  to  the 
ward,  the  curator  instructed  Mr.  E.  F.  {designation),  to  visit  the  said  farm  and 
report.  He  also,  at  the  same  time,  sent  to  him  the  draft  of  the  proposed 
agreement. 

Mr.  E.  F.,  in  his  report  produced  herewith,  states  as  his  opinion—"  I  would 
advise  you  to  fall  in  with  the  terms  proposed  in  the  minute  of  agreement,  as  the 
buildings  are  in  a  most  dilapidated  state,  and  it  would  take  a  very  large  sum  to 
put  them  into  proper  and  sufficient  repair."  The  curator  proposes  to  apply  for 
power  to  renounce  the  said  lease  on  the  said  terms,  and  therefore  requests  the 
Accountant  of  Court  to  report  his  opinion — 

Whether  the  curator  may  be  authorised  to  renounce  the  lease  of  the  farm  of 
X.,  in  the  parish  and  county  of  Y.,  as  and  from  the  term  of  Whitsunday, 
19  ,  under  the  conditions  contained  in  the  draft  minute  of  agreement 
between  {proprietor)  and  the  curator. 

{Signature  of  the  Curator  or  his  Agent.) 
{Date.) 

Form  6,  Report  re  Power  to  Sell  Property 

Report  by  A.  B.,  chartered  accountant,  Glasgow,  curator  bonis  to 
Miss  C.  D.  {designation). 

To  the  Accountant  of  Court. 

On  >  19     J  the  reporter  was  appointed  curator  bonis  on  the  peti- 

tion of  E.  F.,  solicitor,  London,  the  receiver  appointed  by  the  order  of  the  Masters 
in  Lunacy,  dated  ,  upon  the  estate  of  the  said  Miss  C.  D.     The 

extract  of  his  appointment  is  produced  herewith. 

The  said  Miss  C.  D.  was  proprietrix  of  the  estate  X.,  in  the  county  of  Y.,  to 
which  she  succeeded  as  heiress  of  entail  on  the  death  of  ,  which  took 

place  on  {date).  Thereafter  she  disentailed  the  estate,  and  sold  it  in  portions  from 
time  to  time.  The  sales  of  various  portions  have  all  been  completed,  with  the 
exception  of  the  sale  of  said  property  known  as  X.     On  ,  19     ,  Mr. 

G.  H.  {designation)  offered  £,  for  said  last-mentioned  property,  sub- 

ject to  the  liferent  of  {designation).     On  ,19     ,  Mr, 

J.  L.,  Writer  to  the  Signet,  Edinburgh,  as  agent  for  the  said  Miss  C.  D.,  accepted, 
on  her  instructions,  the  said  offer  of  £  .     The  date  of  Mr.  G.  H.'s 

entry  was  fixed  for  the  term  of  ,  subject  to  said  liferent.     The  con- 

veyance was  thereafter  adjusted  and  signed  by  Miss  C.  D.,  on  ,  19     . 

In  consequence,  however,  of  facts  as  to  the  state  of  mind  of  Miss  C.  D.,  which 
came  to  the  knowledge  of  her  agent  subsequent  to  the  transaction  above  narrated, 
he  would  not  allow  the  conveyance  to  be  delivered,  nor  would  the  purchaser  pay 
the  price  without  judicial  sanction.  The  purchase  price,  amounting,  less  expenses, 
to  £  ,  has  been  consigned  in  bank  in  the  joint-names  of  the  agents 

for  the  purchaser  and  seller.  The  missives  of  sale  before  referred  to  are  produced 
herewith. 

The  said  E.  F.,  upon  whose  petition  the  curator  bonis  was  appointed  as  before 

mentioned,  was  authorised  by  the  said  order  of  the  Masters  in  Lunacy,  of  date 

,19     ,  to  take  such  proceedings  in  Scotland  as  may  be  necessary 

for  carrying  into  efifect  or  determining  the  question  of  the  validity  of  the  contract 

of  sale  of  the  estate  known  as  X.,  in  the  county  of  Y.,  belonging  to  the  said  Miss 

31 
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C.  D.,  and  to  receive  and  give  discharge  for  the  purchase  money  thereof,  and  to 
pay  such  costs  as  may  be  found  due  in  respect  of  such  sale.  He  was  advised  that, 
for  that  purpose,  it  was  necessary  to  present  a  petition  to  the  Court  of  Session  for 
the  appointment  of  a  curator  bonis  to  Miss  C.  D.,  and  that  the  curator  bonis 
appointed  would  thereafter  require  to  apply  for  special  powers  to  carry  out  the 
sale.     A  copy  of  the  said  order  is  produced  herewith. 

The  reporter  respectfully  requests  the  Accountant  of  Court  to  report  whether, 
in  his  opinion,  these  powers  should  be  granted. 

Humbly  reported  by 

{Signature  of  Reporter.)  >^ 
{Date.) 


Form  7,  Report  re  Petition  under  Sec.  164  of  the  Bankruptcy^ 
Act,  to  complete  Title  and  sell  Heritage 

Report  by  A.  B.,  Aberdeen,  judicial  factor  on  the  trust-estate  of  the  late 
C.  D.  {designation). 

To  the  Accountant  of  Court. 

On  19       ,  the  reporter  was  appointed,  &c.   {narrate  appoir 

ment). 

Having  found  caution,  the  reporter  lodged  an  inventory  of  the  estate  under  his 
charge  with  the  Accountant  of  Court. 

The  estate  left  by  the  deceased  C.  D.  was  as  follows : — 

1.  Heritable  Estate 
(Describe  items) £ 


2.  Moveable  Estate 


{Enumerate  items) 


The  debts  due  by  the  deceased,  so  far  as  the  factor  has  been  able  to  ascertain, 
are  as  follows  {enumerate  these,  distinguishing  between  secured  and  unsecured). 

There  is  thus  a  large  deficiency  on  the  moveable  estate,  and  it  will  be  neces- 
sary to  sell  the  heritable  estate  in  order  to  meet  this  deficiency.  The  factor, 
accordingly,  submits  this  report  for  the  opinion  of  the  Accountant,  whether  the 
factor  may  obtain  special  powers  to  complete  a  title  to  said  heritable  estate,  and 
thereafter  to  sell  the  same. 

The  deceased  used  part  of  the  subjects  above  described  as  an  office  and  the 
remainder  as  a  dwelling-house.  The  works  occupied  the  whole  background 
behind  the  dwelling-house. 

The  factor  is  of  opinion  that  the  said  business,  plant,  and  stock-in-trade,  along 
with  such  part  of  the  heritable  property  as  a  purchaser  may  require,  will  be  best 
disposed  of  as  a  going  concern  by  private  bargain,  after  receiving  offers,  and  that 
the  remainder  of  the  heritable  property  can  then  be  disposed  of  either  by  public 
rouj)  or  private  bargain — his  reasons  for  this  opinion  being  {state  them). 

The  factor,  therefore,  submits  that  power  should  be  granted  to  him  to  com- 
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plete  a  title  to  said  heritable  subjects,  and  to  sell  the  same  in  such  lots  and  at 
such  prices  and  after  such  advertisement  as  may  be  approved  of  by  the  Account- 
ant of  Court,  and  that  either  by  public  roup  or  private  bargain ;  and  upon  the  sale 
being  effected  to  grant  and  deliver  the  necessary  titles  to  the  purchasers,  contain- 
ing all  usual  and  necessary  clauses. 

The  factor,  therefore,  requests  the  Accountant  of  Court  to  report  whether,  in 
his  opinion,  the  powers  craved  should  be  granted. 


{Date.) 


Humbly  reported  by 

{Signature.) 


Form  8,  Report  re  Petition  for  Powers  to  make  Payments  out  of 
Capital  for  Maintenance  of  Ward 

Report  by  A.  B.,  chartered  accountant,  Dundee,  curator  bonis  to  Miss  C.  D. 

{designation). 
To  the  Accountant  of  Court. 

{Narrate  appointment,  &c.,  as  in  preceding  forms.) 

The  curator  found  the  estate  to  consist  partly  of  ordinary  and  deferred  stocks 
of  railway  companies,  which  the  petitioner,  as  curator  bonis  foresaid,  could  not 
competently  hold,  and  he  has  accordingly  realised  these  and  invested  the  proceeds 
in  authorised  securities.  The  income  from  the  estate  will  for  the  future  be  about 
the  sum  of  £  '  per  annum.  This  sum  will  be  quite  insufficient  to  maintain  the 
ward,  who  is  boarded  in  the  Asylum,  at  a  cost  of  £  per  annum, 

and  has  to  be  provided  with  clothing  and  an  allowance  for  personal  expenses  and 
medical  attendance,  for  which  a  sum  of  at  least  £  ,  in  addition  to  the  board 

will  be  required.  The  ward  is  about  sixty  years  of  age  and  in  a  delicate  state  of 
health. 

The  curator  is  of  opinion  that  a  sum  of  <£  per  annum  will  be  necessary 

to  meet  the  expenditure  on  the  ward's  maintenance  and  the  expenses  of  the  cura- 
tory, and  that  to  provide  this  it  will  be  necessary  to  expend  part  of  the  capital  of 
the  estate.  In  the  state  of  the  ward's  health  it  would  not  be  advisable  to  make 
up  the  necessary  income  by  the  purchase  of  an  annuity. 

The  Accountant  of  Court  is,  therefore,  requested  to  report  whether,  in  his 
opinion,  the  curator  bonis  may  be  granted  special  powers  to  retain  in  bank  part  of 
the  capital  of  the  estate,  and  to  expend  the  same  from  time  to  time  in  supple- 
menting the  income  from  the  estate  to  an  amount  sufficient  to  maintain  the  ward 
and  meet  expenses. 

Humbly  reported  by, 

{Date.)  {Signature.) 

B. — In  Sheriff  Court. 

Applications  for  special  powers  in  the  Sheriff  Court  take  the  form  of  a 
petition  to  the  Accountant  of  Court  for  his  written  opinion  thereon.  The 
accountant's  opinion  is  then  laid  before  the  Sheriff,  who  grants  or  refuses 
the  powers  (A.  S.,  14th  January,  1881). 

For  the  circumstances  in  which  special  powers  will  be  granted,  see 
Green's  "  Encyclopaedia,"  s.v.  "  Judicial  Factor." 
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Form  9,  Petition  for  Special  Powers 

To  the  Accountant  of  Court. 

Application  for  special  powers  by  A.  B.  (designation),  judicial  factor  on  the 
estate  of,  &c. 

On  (date),  the  applicant  was  appointed  by  the  Sheriff-Substitute  of  shire, 

at  ,  to  be  judicial  factor  on  the  estate  of  (narrate  nature  of  anoint- 

ment), and  after  finding  caution,  proceeded  to  administer  the  said  estate. 

The  estate  consists  of  (specify  the  estate^  giving  items  in  such  detail  as  seems 
necessary). 

(State  the  powers  craved,  the  circumstances  inducing  the  application,  and  the 
benefits  which  will  accrue  to  estate  by  the  exercise  of  the  powers  craved ;  also  any 
other  material  circumstances.     See  specimens  of  reports,  supra.) 

In  these  circumstances  the  applicant  desires  to  obtain  from  the  Court  power 
to  (specify  powers  desired).  This  application  is  accordingly  made  for  the  opinion 
of  the  Accountant  of  Court  thereon  in  writing,  in  order  that  the  same  may  be 
laid  before  the  Sheriff  of 

(Signature  of  Applicant  or  of  his  Agent.) 


Form  10,  Gazette  Notice  of  Petition  for  Discharge 

To  the  creditors  and  other  persons  interested  in  the  succession  of  the  deceased 
(designing  him). 
A.  B.,  ,  judicial  factor  on  the  estate  of  the  deceased  ,  has  pre- 

sented a  petition  to  the  Court  of  Session,  Bill  Chamber,  Mr.  ,  clerk,  for  his 

discharge  of  the  office  of  judicial  factor,  of  which  notice  is  hereby  given,  and  that 
the  petition  will  be  again  moved  in  Court  on  or  after  the  day  of 

(Signature  and  address  of  Judicial  Factor.) 
(Date.) 

Form  11,  Inventory  to  be  given  up  by  Factor 

Under  the  Act  62  <fe  53  Vict,  cap,  39 
Factory,  No. 

^DesiVatioS^and^d^^^^^^'^^^^    ^^   HERITABLE    and    MOVEABLE   EsTATE    made    and 

dressesfuiiy,  as  appear- 1         given  up  by  ,  who  was  appointed  by  the  Court 

%ng  m  the  Extract  of  [  °  -,  r.  itt-i  -A 

the  Factor's  appoint- \         on  19     ,  to  be  Judicial  Factor  ou 

ment.  J 

CAUTIONEE,. — (Name,  Designation,  and  Address), 


Note. — When  there  is  no  property  falling  under  one  or  more  of  the  three  following 
Divisions,  the  fact  should  be  stated  in  the  proper  vacant  space  by  the  words 
— No  Funds, — or,  No  subject  for  Kental, — or,  No  Moveables,  as  the  case 
may  be,  in  order  to  indicate  that  there  has  not  been  an  accidental  omission 
of  a  Class. 
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I. — List  op  Funds 

A  List  of  all  Monies  and  Funds  belonging  and  Debts  due  to  the  Estate,  specifying 
the  particulars  of  each  item,  and  the  Interest  or  Revenue  arising  from  the  same, 
and  the  Document  by  which  the  same  is  vouched,  and  the  nature  and  value  of 
any  security  held  for  the  same. 


MEMORANDA. 

Heritable  Bonds.— State  the  Name  of 
the  Borrower  ;  the  nature  of  the 
security;  its  estimated  value;  rate  of 
Interest ;  terms  when  Interest  pay- 
able ;  and  the  arrears  of  Interest  as  at 
the  last  term  of  payment. 

Bills,  &c.— State  the  Name  of  the 
Drawer  and  Acceptor;  the  date;  the 
period  of  the  Bill ;  when  due ;  the  rate 
and  arrears  of  Interest ;  and  the  terms 
when  payable. 

Stock  of  Public  Companies. — 
State  the  Number  of  Shares,  or  the 
amount  of  Stock  held;  the  amount 
paid  up ;  the  rate  of  Dividend  ;  and  the 
terms  when  payable.  — The  paid  up 
amount  and  selling  price. 

Annuities,  Pensions,  &c.— Explain 
how  secured  ;  the  terms  of  endurance ; 
when  payable ;  and  state  the  amounts 
in  an  inner  column. 

Outstandino  Debts. —  If  few  in 
number,  state  them  in  detail ;  if 
numerous,  then  prepare  a  separate 
List,  and  carry  in  the  total  amount 
here,  referring  to  the  document  itself 
for  the  Details. 

Interest. — It  is  not  necessary  to 
have  the  Interest  on  the  sum  in  Bank, 
or  on  any  other  sum  calculated  up  to 
the  date  of  the  Inventory.  But  state 
clearly  from  what  date  the  Interest  is 
resting  due,  and  the  rate. 

Pro  Indiviso  Interests  —  In- 
terests  in  Trust  Estates  —  Life 
Rents  —  Expectancies,  Contin- 
gencies, &c.,  should  be  clearly  stated, 
as  such,  and  needful  information  given. 

OBSERVE. 
The  entries  in  the  space  for  List  of 
Funds,  need  not,  of  course,  be  made  in 
the  order  of  the  above  Memoranda, 
which  are  intended  merely  to  indicate 
the  kind  of  information  the  Factor 
should  be  careful  to  supply. 

When,  however,  the  Factor  prepares 
his  first  Annual  Account,  he  will 
require  to  charge  himself  with  the 
items  of  the  Estate,  or  their  Annual 
proceeds,  in  the  order  in  which  they 
are  here  given  up. 


No. 


DESCRIPTION. 


Principal  Sums. 


Sum, 


£       8.     d. 


(Signature  ) 
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Declaration 


The  foregoing  Inventory,  which  is  signed  by  me  on  this  and  the  two  pre- 
ceding pages,  and  given  up  to  the  Accountant  op  Court,  in  terms  of  Sec.  3  of 
the  Act  12°  &  13°  Vict.  cap.  51,  and  Sec.  6  of  the  Act  52°  &  53°  Vict.  cap.  39, 
is  a  true  and  faithful  account  of  the  Funds,  Kents,  and  Moveables  belonging  to 

> 
in  so  far  as  I  have  been  able  to  ascertain  the  same :  And  I  further  declare,  that  I 
have  used  all  reasonable  diligence  in  ascertaining  the  exact  nature  and  amount  of 
the  Estate  committed  to  my  charge  and  management,  as  enjoined  by  the  said 
recited  Acts.      Witness  my  hand  at  ,  this  day  of 

Nineteen  Hundred  and  years. 

•) 


Edinburgh,  ,  19      . — Examined,  adjusted,  and  signed  by  me, 

9 

Accountant  of  Cov/rt. 

Additional  Remarks  by  Factor 

Any  explanations  the  Factor  may  have  to  make  in  reference  to  the  Estate  should 

be  stated  here,  and  not  in  the  form  of  a  letter  or  separate  paper. 

N.B. — The  Inventory  must  have  reference  to  the  Estate  as  at  the  time  of 
the  Factor's  appointment,  and  before  he  has  had  any  intromissions  whatever.  It 
must  be  lodged  with  the  Accountant  not  later  than  Six  Months  from  the  date 
when  the  Factor's  Bond  of  Caution  was  received,  accompanied  by  the  Documents 
requisite  to  instruct  the  accuracy  of  the  Statements  it  contains. 

Note.  —  Factors  are  particularly  requested  to  lodge  with  Inventory  all 
Documents  required  to  vouch  same  before  any  of  the  Investments  are  changed. 


Form  12,  Form  of  Account  issued  by  the  Accountant  of  Court 
for  the  Guidance  of  Judicial  Factors 

In  order  to  afiford  assistance  to  those  Factors  who  have  not  been  used  to  the 
preparation  of  Accounts  of  Charge  and  Discharge,  the  following  Form  has  been 
prepared.  The  example  is  purposely  of  the  most  simple  character,  and  though 
the  Entries  are  too  briefly  expressed,  it  illustrates  the  entire  principle  on  which 
such  an  account  should  be  stated.  It  assumes  the  pre-existence  of  a  correct  Cash 
Book  and  Rental  kept  by  the  Factor.  The  Factor  must  not  mix  any  cf  these 
branches^  and  he  must  especially  separate  and  minutely  distinguish  Revenue  from 
Capital.     All  Vouchers  must  be  lodged  at  once,  and  with  the  Account. 

Example 

No.  1165. — Account  of  Charge  and  Discharge  of  the  Intromissions  of 

,  residing  at  ,  as  Curator  Bonis  {or,  as  the  case  may  be) 

to  ,  presently  residing  at  ,  from  31st  March,  1889, 

to  31st  March,  1890. 
The  Cautioner  is  ,  residing  at  ,  and  is  alive. 

Note.—AgQ  of  Ward  or  date  of  birth  to  be  given. 
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I. — Charge 
r.  Estate  as  taken  Credit  for  at  the  Close  of  last  Account. 

1.  Heritable  bond  by  '  A.  B.' over  lands  of  ,     .£1000     0  0 

2.  Balance  in  Royal  Bank 1115  10  6 

3.  Household  furniture  as  appraised 200     0  0 

4.  Balance  in  factor's  hand 25     0  0 

5.  Arrears  of  rent  as  taken  credit  for  at  the   close  of  last 

account .         ,         .         15  10    0 


Sum, 
II.  Revenue. 
1.  Bents. 
(1.)  Current  rents,  as  per  rental  in  Appendix  to  this 


.  £2356     0     6 


account 


£74    0    0 


2.  Interests. 

(1.)  Heritable  Bond  for  £1000  granted 

by  A.  B.  over  lands  of  , 

1889,  May  15.  Interest  at  5  per  cent. 

for  half-year  to  this 

date     . 

,,     Nov.  11.  Interest  at  5  per  cent. 

for  half-year  to  this 

date     . 


£25     0    0 


25     0    0 


(2.)  Heritable  Bond  for  £500  granted 
by  C.  D.  over  house  No.  3 

1889,  Nov.  11.  Interest  for  half-year 
to  this  date,  at  4 
per  cent. 

(3.)  Bank  Account. 

1 88  9,  Dec.  3 1 .  Interest  added  by  Royal 
Bank  to  31st 
December,  1889  . 

3.  Annuity. 

1889.  July  15.    Received   half-year's 

annuity  from  E.  F. 
due  at  this  date,  . 

1890.  Jan.    15.   Received    half-year's 

annuity  from  E.  F. 
due  at  this  date    . 


£50     0     0 


10    0    0 


34  17     6 


£25    0    0 


25     0     0 


94  17     6 


50     0     0 


Sum, 


218  17     6 


Carry  forward 


£2574  18     0 
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Brought  forward 

III.  Capital  Realised. 

1889.  Nov.  11.  Received  from  A.  B. 
sum  in  bond  over 
lands  of  ,    £1000     0     0 

IV.  Bank  Transactions. 

1889.  May  15.  Drawn  from  Bank      .    £500     0     0 

Note. — As  the  Factor  debits  himself  with  the  whole 
Estate  at  the  commencement  of  the  Account,  and 
takes  credit,  at  the  termination  of  the  discharge, 
for  the  whole  Estate  as  then  subsisting,  the  realisa- 
tion of  Capital  and  Bank  transactions,  as  above, 
though  noticed  thus  in  an  inner  column,  are  not 
carried  into  the  outer  or  money  column.  The 
£1000  and  £500  with  which  the  Factor  is  already 
debited  in  Branch  I.  of  the  Charge  above,  will  be 
found  taken  credit  for  as  invested  under  Branch 


VI.  of  Discharge. 
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£2574  18    0 


Sum  of  Charge      .         .      £2574  18     0 
Equal  to  the  Sum  of  the  Discharge. 


II. — Discharge 
I. — Burdens  and  Repairs. 

1.  Burdens.  Voucher  No. 

1889.  May  25.  Police  assessment     on     property 

in  .... 

„       May  31.  Fire  insurance      on      property 

in  .... 

„       June  19.  Poor's  assessment     on     property 


June  19.  Property  tax  on  property  in 


2.  Repairs. 

1889.  July  25.  Paid      James      Brown 
for    mason   work,    per 
estimate      .         .         .£5705. 
„       Oct.    19.  Paid  Henry  Smith   for 

papering  house  .         .  3     9     0       6. 


1. 

£2     7 

6 

2. 

1     9 

0 

3. 

2  10 

0 

4. 

1     5 

0 

£7  11 

6 

Sum, 


8  16     0 


.£16     7     6 


Carry  forward 


.£16     7     6 
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Brought  forward         .         .         .    £16     7     6 


IL— Maintenance  op  Ward  or  Payment  to  Beneficiary 
(as  case  may  be). 

1889.  April  15.  Quarter's  board  in  Voucher  No. 

Asylum  to  this  date  .£15  0  0       7. 

„       July    15.     Do.             do.  .       15  0  0       8. 

„       Oct.    15.     Do.             do.  .       15  0  0       9. 

1890.  Jan.    15.     Do.             do.  ,       15  0  0     10. 


£60     0     0 
„      Jan.    15.  Clothes,   <fec.,   furnished 

Ward  during  year       .       12  14     0     11. 


III. — Capital  Invested. 

1889.  May  15.  Loan  to  C.  D.  over  house 

No.  3 .  £500     0    0 

,,       Nov.  11.  Loan  to  G.  H.  over  lands 

of .  1000     0    0 


£1500     0    0 

IV. — Bank  Transactions. 

1890.  March  31.  Paid  into  Royal  Bank 

during  year  .  £130  10     6 


See  Note,  Branch  IV.  of  Charge. 

V. — Management. 

1.  Law  Expenses. 

1889.  Dec.  31.  Paid  his   account 

for  appointment  of 
curator  bonis  in  the 
present  case  .     £20  13     6     12. 

Note. — Business  accounts  should 
be  paid  in  full  or  in  part,  subject 
to  taxation  by  the  auditor  of 
Court. 

2.  Commissiov  to  Factor. 

Amount  allowed  by   Accountant   of 

Court  at  last  audit        .         .         .  5     5     0     13. 


i 


72  14    0 


I 


Carry  forward         .         .        £25  IS     6  £89     1     6 
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Brought  forward         .         .      £25  18     6  £89     1     6 

3.  Mii>cellaneous. 

1889.  June  1 5.  Paid  travel-  Voucher  No. 

ling  expenses  with 

Ward  to  Asylum  .  £1     3     0  14. 

„  July  IS.Paid  Account- 
ant's fees  of  audit 
of  last  account     .     0  10     6  15. 


1  13     6 


27  12     0 


VI. — Estate  as  at  close  op  this  Account. 

1.  Heritable   bond    by   G.    H.    over 

lands  of ....  £1000     0     0 

2.  Heritable    bond    by   C.    D.    over 

house,  No.  3 .         .  500     0    0 

3.  Balance  in  Royal  Bank,  including 

interest  to  31st  December,  1889, 
as  per  certified  Bank  pass-book 
(or  as  the  case  may  be)      .         .       746     1     0 

4.  Household  furniture  as  appraised .       200     0     0 
6.  Arrears  of  rent  outstanding  as  per 

rental 7  10     0 


£2453  11     0 


Add— 
6.  Balance  in  hands  of  factor  .  4  13     6 


2458    4    6 


Sum  of  Discharge         .  £2574  18     0 


Equal  to  the  Charge. 

Notes  hy  Factor. — The  Factor  is  satisfied  that  the  Loans  over  heritable 
property  are  sufficiently  secured  by  insurance.     The  receipts  for  (1) 
premium  of  insurance,  (2)  feu-duty,  and  (3)  ground  annual  for  the 
current  year,  have  been  exhibited  to  him. 
Income-tax  recovered  up  to 

Signature  of  the  Factor,  A.  B. 

Date 

Note. — It  is  the  special  interest  of  each  Factor  thus  to  Record,  once  a 
year,  by  one  State  of  Accounts  (which  is  carefully  preserved  in  the 
Accountant's  office),  a  full  and  clear  view  of  his  management.  This 
will  avert  the  need  of  all  other  loose  papers  or  correspondence,  and 
the  questions  likely  to  arise  from  complicated  corrections  and 
explanations. 
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Form  op  Rental 


Rental  of  Properties  belonging  to 

MarcK 


for  the  Year  ending  31fi« 


1890. 


Note.—{\.)  The  Columns   should   be   summed,    and   Numbers  3  and  4  added 
together,  and  also  5  and  6,  which  should  agree  in  amount. 
(2.)  Lands  and  Tenements  unoccupied,  or  in  possession  of  a  Bond-holder, 
or  natural  possession  of  the  Proprietor,  to  be  included,  and  the 
Rents  stated  though  not  carried  into  the  Money  Column. 


OOCUPANCIBS. 

Names  of 
Tenants. 

Ill 

5? 

■I 

h 
II 

5 

PI 

HI 
< 

Fire  Insurance 
effected. 

Remari 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

No.  5  George  Street     . 
No.  6         Do. 
No.  14  Wellington  PI.  . 
No.  15            Do. 
No.  16            Do. 

J.  Johnston 
Mrs.  Baxter 
W.  Henderson  . 
John  Simpson   . 
George  Smith    . 

£  s.    d. 

10    0    0 
5  10    0 

£    s.    d. 
14  10    0 
14  10    0 
20    0    0 
12  10    0 
12  10    0 

£    s.    d. 
14  10    0 
7    0    0 
30    0    0 
12  10    0 
18    0    0 

£   s.    d. 
7  10    0 

^    s.    d. 
250    0    0 
250    0    0 
320    0    0 
200    0    0 
200    0    0 

15  10    0 
Charge 

74    0    0 
15  10    0 

82    0    0 
Discharge 

7  10    0 
82    0    0 

80  10    0 

89  10    0 

£1220    0    0 

(JSignature.) 

N'ote. — Factors  should  be  careful  not  to  retain  in  their  hands  a  sum  exceeding 
£50  where  the  appointment  has  been  made  in  the  Court  of  Session,  and 
not  exceeding  £25  in  appointments  made  in  the  Sheriff  Court,  at  any 
time  for  a  period  longer  than  10  days,  as  they  render  themselves  liable 
in  penal  interest  at  the  rate  of  20  per  cent,  per  annum,  and  which  it  is 
obligatory  on  the  Accountant  to  debit  to  the  Factor. 
See  Act  12  &  13  Vict.  c.  51,  section  5,  and  section  11  of  Act  of  Sederunt, 
4th  January,  1881. 


Extract  from  Notes  for  the  Guidance  of  Judicial  Factors, 

Under  the  Pupils  Protection^  Guardianship  of  Infants,  and  Judicial  Factors 
{Scotland)  Ads,  12  &  13  Vict.  cap.  51 ;  43  (fc  44  Vict.  cap.  4  j  49  <]&  50  Vict, 
cap.  27 ;  and  52  d;  53  Vict.  cap.  39. 

Issued  by  the  Accountant  of  Court  (June,  1899) 

I. — Inventory. 

Printed  Forms  are  supplied  on  application. 

The  inventory  falls  to  be  lodged  within  six  months  from  the  date  of  the 
factor's  bond  of  caution  being  received  by  the  accountant.  In  most  cases, 
however,  the  factor  is  in  a  position  to  lodge  it  much  earlier,  and  the  accountant 
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recommends  that  it  be  lodged  for  adjustment  at  the  earliest  possible  date.  It  must 
be  signed  before  lodgment.  The  age  or  date  of  birth  of  wards  should  be  stated, 
and  extract  from  register  of  births  produced.  It  is  of  the  utmost  importance  that 
the  inventory  be  prepared  with  great  care  and  distinctness,  and  that  all  the  funds 
subjects  for  rental,  &c.,  be  stated  fully.  It  must  show  the  estate  as  at  the  date 
of  the  factor's  appointment,  before  he  has  had  any  intromissions  therewith,  or  has 
realised  any  of  the  securities.  When  it  is  lodged  with  the  accountant  for  adjust- 
ment, all  the  documents  of  debt,  extract  trust-disposition  and  settlement  (if  any), 
leases,  inventory,  and  valuation  of  furniture,  &c.,  must  be  produced.  All  sums  in 
bank  must  be  instructed  by  (1)  the  deposit  receipt,  (2)  bank  pass-book  certified, 
or  (3)  certificate  by  the  bank  accountant. 


II. — Accounts. 

1.  Body  of  the  Account  and  its  Appendices. 

(1.)  Charge  side  of  an  Account — The  factor  should  commence  by 
charging  himself  with  the  whole  estate;  that  is — (1.)  Whole 
funds,  arrears,  balances,  and  whatever  belonged  to  estate  according 
to  inventory,  or  at  the  closing  date  of  i\iQ  preceding  account. 
By  this  means  no  part  of  the  funds  can  be  lost  sight  of  or 
omitted  without  affecting  the  balance.  (2.)  Revenue  will  then 
follow,  of  whatever  description,  that  has  become  payable  within 
the  period  embraced  by  the  account,  including  the  whole  rental, 
interest,  dividends,  &c.,  properly  branched,  and  narrating  dis- 
tinctly, in  each  entry^  the  data  requisite  to  check  its  accuracy, 
such  as  dates,  periods,  rates  of  interest,  or  dividends,  stock, 
amounts,  &c.  The  main  distinction  is  between  capital  and 
revenue.  The  elements  that  come  under  these  two  must  never 
in  any  measure  be  mixed,  though  each  branch  may  be  more  or 
less  subdivided. 

(2.)  Discharge  side  of  an  Account,  branched  as  follows : — Public  burdens, 
repairs,  interest  of  debt,  payments  on  account  of  the  ward  or  bene- 
ficiaries, investments  made,  debts  paid,  improvements,  expenses  of 
management,  and  lastly,  funds,  balances,  and  arrears  outstanding, 
being  the  actual  amount  and  particulars  of  the  estate  as  at  the 
date  on  which  the  account  closes. 

2.  Account-current  or  Daily  Balances. — Every  factor  of  course  keeps  a  cash- 
book.  He  should  annex  to  his  account  of  charge  and  discharge  an  account- 
current,  or  state  of  the  daily  balances  arising  on  said  account,  which  must  balance 
with  his  account  of  charge  and  discharge. 

3.  New  Claims  arising,  or  property  discovered  to  belong  to  the  estate  after  the 
inventory  has  been  lodged,  should  be  specially  reported  and  explained  in  the 
annual  account  next  following  the  discovery,  and  included  in  the  charge,  and  if 
not  realised,  in  the  last  branch  of  discharge  of  the  account. 

4.  Dates. — (1.)  The  annual  closing  date  must  be  rigidly  adhered  to,  unless  in 
the  event  of  the  death  of  the  factor  or  ward,  or  of  a  pupil  choosing  curators  or 
reaching  majority,  or  other  event  terminating  the  Factory,  when  the  account 
must  be  closed  and  balanced,  and  the  exact  amount  of  the  estate  ascertained,  as 
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at  that  date.  (2.)  In  all  accounts,  whenever  the  nature  of  entries  admits  of  it 
the  dates  must  be  given.  (3.)  False  dates,  or  intromissions  of  a  date  subsequent* 
to  the  closing  date  of  the  accounts,  cannot  be  admitted. 

5.  Signatures. — Accounts  must  be  signed  by  the  factor,  and  also  the  states  or 
accounts  of  sub-factors ;  also  all  separate  explanations,  though  the  latter  will  very 
rarely  he  requisite  if  accounts  have  been  accurately  kept  and  are  properly 
stated. 

6.  Vouchers. — (1.)  The  vouchers  must  be  properly  arranged,  backed  and 
numbered,  and  referred  to  by  number  in  the  account  of  charge  and  discharge,  and 
not  according  to  account-current.  (2.)  Must  refer  to  the  factorial  estate  as  dis- 
tinct from  factor's  private  affairs,  and  be  accompanied  by  the  detailed  accounts 
(if  any)  of  which  they  form  the  discharge.  (3.)  The  entry  or  narrative  in  the 
account  must  express  the  transaction  in  simple  accordance  with  fact  and  with  the 
vouchers,  and  fully.  (4.)  Particular  attention  is  called  to  the  necessity,  in  the 
payment  of  board,  of  stating  the  name  and  address  of  the  Party  with  whom  the 
pupil  or  lunatic  is  boarded.  (5.)  States  unsigned,  or  a  bank  account  uncertified, 
cannot  be  taken  as  evidence.  (6.)  A  separate  inventory  of  vouchers  is  not 
requisite.  (7.)  Payments  unvouched,  or  without  the  proper  stamp,  must  he 
disallowed.  (8.)  Vouchers  are  returned  after  the  audit  is  completed  and  the 
fee  paid. 

7.  Law  Accounts. — All  law  business  accounts  must  be  taxed  by  the  auditor  of 
the  Court  of  Session,  except  in  Sheriff  Court  procedure,  when  they  may  be  taxed 
by  the  auditors  of  the  Sheriff  Court. 

8.  Backing  Accounts. — The  Back  of  the  Account  lodged  should  bear — (1.) 
The  name  of  the  factor  and  ward  or  factory.  (2.)  The  exact  joeHoc?  embraced  in 
the  account.  (3.)  At  the  hottom,  the  reference  number  of  the  appointment.  The 
factor  or  agent  (if  the  account  be  attended  to  by  an  agent)  is  requested,  in  all 
cases,  to  give  his  precise  address,  in  order  to  secure  the  safe  transmission  of 
documents. 

9.  Lodging  the  Account. — The  annual  account,  with  its  appendices — that  is, 
all  that  has  to  be  retained  and  preserved  when  lodged  at  the  accountant's  office — 
shoidd  be  stitched  together  as  one  paper,  and  thus  be  so  complete  as  to  be 
adequate  clearly  to  inform  any  one  having  occasion  to  examine  it,  without  the 
vouchers,  when  neither  the  factor  nor  the  accountant  can  be  present  to  explain. 


III.  Rental. 

10.  Rentals. — A  rental  should  never  be  omitted  from  the  appendix  to  the 
account.  In  ordinary  cases,  the  columns  requisite  are — (1.)  Names  of  possessions. 
(2.)  Names  of  tenants.  (3.)  Arrears  taken  (without  alteration)  from  last  rental. 
(4.)  Rents  since  become  due.  (5.)  Amounts  paid,  (6.)  Arrears,  exact,  as  on 
the  date  on  which  the  account  closes.     (7.)  Fire  insurance. 

Each  subject  in  the  rental  must  be  accounted  for  annually.  If  any  subject, 
therefore,  has  been  unoccupied  or  taken  possession  of  by  a  creditor,  the  circum- 
stance must  be  so  explained.  The  amounts  of  columns  No.  3  and  No.  4  of  the 
rental  are  carried  to  the  factor's  account,  Charge  Side,  branches  1  and  2 
respectively.  No.  6,  Arrears  (if  any)  are  included  in  last  branch  of  discharge. 
"Where  the  rental  differs  from  that  of  the  preceding  year,  the  cause  of  difference 
shbuld  be  explained. 
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The   factor  should   particularly  see  as  to  the  insurance  against   loss  by  fire 
of   each  subject,  and  the  column   therefor   in   the   rental   should  be   carefully 

tilled  in. 


Judicial  Trustees 

The  statements  and  accounts  required  of  judicial  trustees  are  governed  by 
the  Judicial  Trustees  Act,  1896,  and  the  rules  made  thereunder  in  1897. 

Every  judicial  trustee  must,  as  soon  as  may  be  after  his  appointment 
(unless  the  Court  considers  it  unnecessary),  prepare  a  complete  statement 
of  the  trust  property,  accompanied  with  an  estimate  of  the  income  and 
capital  value  of  each  item. 

The  statement  must  be  lodged  with  the  Court,  and  the  trustee  will 
be  required  to  give  such  information  to  the  Court  as  may  from  time  to  time 
be  necessary  for  the  purpose  of  keeping  the  statement  of  the  trust  pro- 
perty correct  for  the  time  being. 

Once  in  every  year  the  accounts  of  every  trust  to  which  a  judicial 
trustee  has  been  appointed  shall  be  audited  at  such  date  in  each  year  as 
the  Court  may  fix. 

The  accounts  of  the  trust  when  audited  must  be  filed,  and  the  Court 
may,  if  it  thinks  fit,  having  regard  to  the  nature  of  the  relation  of  the 
applicant  to  the  trust,  allow  any  person  on  application  to  inspect  the  filed 
accounts  on  giving  reasonable  notice  to  the  officer  of  the  Court.  The 
judicial  trustee  must  send  a  copy  of  the  accounts,  or  if  the  Court  thinks 
fit,  of  a  summary  of  the  accounts  of  the  trust  to  such  beneficiaries  or  other 
persons  as  the  Court  thinks  proper. 

The  form  of  statement  of  trust  property  will  vary  according  to  circum- 
stances, but  the  following  may  be  taken  as  pro  forma : — 


Pro  Forma  Statement  of  Trust  Property 

(1.)  Cash  in  house  at  death     .  .  .  .  •  ^ 

(2.)  Cash  in  Bank  at  death  : — 

On  Current  Account      .  .  .  »  . 

On  Deposit  Account      .  .  .  •  • 

(3.)  Household  Furniture  and  effects,  valued  for  probate  at     . 
(4.)  Horses,  Carriages,  &c.,  valued  for  probate  at 
(5.)  Plate,  Jewels,  &c.  valued  for  probate  at  . 
(6.)  £2000  3  per  cent.  India  Stock  at  £  being  value 

at  date  of  death  .  .  .  •  • 

(7.)  Mortgage  of  £1500,  from  A.  B.,  with  Interest  at  4  per  cent. 

payable  half-yearly,  1st  January  and  1st  July,  secured 

on  Freehold  premises.  No.  23  X.  Street,  Liverpool 
(8.)  Policy  of  Assurance  on  the  life  of  the  deceased  in  the 
Insurance    Company   for   £500,    with 

accrued  bonuses  .  •  •  •  * 

(9.)  Freehold   Dwelling-houses,   Nos.   25  and   27  X.  Street, 

Liverpool,  valued  for  probate  at  .  •  • 

(10.)  Arrears  of  Rent  on  No.  25  X.  Street,  Liverpool,  due  at 

date  of  death      ..•••* 
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In  general  cases  the  annual  accounts  will  be  accepted  by  the  Chancery 
masters  if  prepared  on  the  Chancery  forms  in  use  for  receivers'  accounts. 
Care  must  be  taken  to  distinguish  between  capital  and  income  and  between 
personalty  and  realty.  The  items  must  be  numbered  consecutively,  and  the 
vouchers  must  be  properly  arranged  and  numbered,  corresponding  with 
the  items  to  which  they  refer. 

The  accounts  must  be  signed  by  the  trustee. 

If  a  more  elaborate  form  of  account  is  required,  the  reader  is  referred 
to  Romer's  "  Judicial  Trustees'  Guide." 

■   biDNEY  S.  Dawso^\ 
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